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Professional Notes. 


Tue Committee appointed by the Board of Trade 
‘to consider and report what amendments of the 
Bankruptcy Act, 1914, recent experience has shown 
to be desirable, more particularly in regard to the 
provision for the discovery and punishment of 
offences ’’ has sent in its report to the President. 


As already announced, the Board of Trade has 
appointed a Committee to consider and report to 
the Board what amendments are desirable in the 
Companies’ Acts, 1908-1917. The Chairman of 
the Committee is Mr. Wilfrid Greene, K.C., and the 
two members of the Committee representing the 


accountancy profession are Mr. William Cash, F.C.A., 
and Sir James Martin, F.S.A.A. The latter is the 
only member of the Committee who also served 


| on Lord Wrenbury’s pres gay ag Amendment 


Committee in the year 1918 e Secretary of the 
Committee is Mr. W. W. Coombs, M.B.E., of 
the Board of Trade, who was also Secretary of the 
former Committee. 


The resignation by Mr. W. R. B. Briscoe, C.B.E., 
M.A., of the position he has held for the past 
25 years as one of the Legal Examiners of the 
Society is much regretted. A man of wide culture 
and human sympathy, he has discharged the duties 
of his office with every desire to enhance the prestige 
of the Society, and to advance the interests of its 
individual members. 


A pleasing feature of the recent meeting of the 
Council of the Society of Incorporated Accountants 
and Auditors was the visit of Mr. A. 8S. Baillieu, 
the President of the Society’s Victorian Branch. 
Australian members, owing to the geographical 
position of the Commonwealth, are not in such close 
touch with the Council at home as are, for instance, 
the South African Branches, and a visit such as 
that officially paid by Mr. Baillieu is likely to be 
productive of good results in a closer unity between 
the Council at home and its Committees in Melbourne 
and Sydney. 


The Incorporated Accountants’ Year Book for 
1925 has been issued to the public. It contains the 
names of 4,167 members. Of these 8,407 are in 
England and Wales, 114 in Scotland, 103 in Ireland 
and 543 in the British Dominions and Colonies and 
foreign countries. The current volume extends to 
742 pages, and contains in addition to the alphabetical 
and topographical lists of members the complete 
regulations of the Society. The Incorporated 
Accountants’ Year Book might be made larger 
by a duplication of some of the information relating 
to the members, but in our opinion it is a good 
example of clearness and conciseness, and is 
favourably reviewed in the press from these two 
standpoints. 


The Year Book of the American Institute of 
Accountants has a wider scope than similar 
publications issued in this country, as, although 
it does not give such full information in regard to 
the professional practices or official occupations 
of its members, it comprises reports relating to the 
business of the Institute during the preceding year, 
the proceedings at the annual meeting in St. i 
last September, the minutes of council meetings, 
reports at other meetings, and the rules and 
regulations of the Institute. The contents of the 
Year Book are admirably arranged and excellently 
printed. 
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In the case of North and Others v. Vickers 
Limited, reported in this issue, it will be observed 
that Sir John Simon, K.C., on behalf of the plaintiffs, 
withdrew any suggestion of fraud against Vickers 
Limited, and he also said that the plaintiffs did not 
wish to cast any reflection upon Messrs. W. B. Peat 
and Co., or any member of their staff. Mr. Stuart 
Bevan, K.C., accepted the withdrawal, and Mr. 
Justice Fraser added that no imputations remained 
on anybody at all. 


At a recent Conference of Educational Associations 
Dr. E. A. Gardner, the Vice-Chancellor of the 
University of London, made some pertinent obser- 
vations in regard to the much debated question of 
examinations. While he recognised that examinations 
were essential as qualifying tests, he had severe 
criticisms to offer on any system of examinations 
where the goal to be sought led to specialised 
“cramming’’ and to over intensive training. He 
felt there was a general tendency in educational 
examinations for the papers set to be too long, and 
in certain respects beyond what could reasonably 
be expected from the candidates who submitted 
themselves. 


We believe that the Society in its examinations 
has endeavoured to keep in view the kind of criticism 
offered by Dr. Gardner. Essentially it is necessary 
for candidates to pass some kind of educational test 
before being admitted to professional examinations, 
and the School Certificates issued in recent years by 
responsible examining bodies have been found to 
meet the purpose, supplemented by the Society’s 
Preliminary examination in cases where candidates 
do not hold an approved certificate. As regards the 
professional examinations, it must be realised that 
although candidates are specifically prepared, the 
examinations are taken at definite intervals during 
the course of a candidate's professional training, and 


. are designed to test the results of that training as 


much as theoretical knowledge. The actual work 
in an accountant’s office, attendance at students’ 
meetings, and an exchange of views with other 
candidates, combined with questions of a practical 
character, tend to correct the particular difficulties 
to which Dr. Gardner alluded. 


The rating assessments to be made this year under 
the forthcoming quinquennial valuation of property 
in London are causing a good deal of concern, as it is 
anticipated that the values will be very considerably 
increased. The fear is that the new assessments 
may be based on the 40 per cent. increase of net 
rent permitted by the Rent Restrictions Acts, 
although only 15 per cent. of this represents 
increase of rent in the ordinary sense, the balance of 
25 per cent. being on account of the higher cost 
of repairs. The Assessment Committees are placed 
in a difficult position owing to the fact that in the 
London district the same gross assessment is binding 


on the Inland Revenue Authorities and the Local 
Authorities but the deduction for repairs is different 
and the net assessment differs in consequence. 


For Inland Revenue purposes the pre-war deduction 
for repairs was increased by the Finance Acts, 1922 
and 1923, but the deduction applicable to local rates 
is still on the lower scale fixed by the Valuation 
(Metropolis) Act, 1869. The result is that if the 
gross assessments are increased by the full 40 per 
cent. there will be a great injustice to property 
owners, while, on the other hand, if the assessments 
are increased by only 15 per cent. the inspectors of 
taxes will no doubt appeal, because they will 
contend that a 15 per cent. increase is not sufficient 
in view of the increased allowance for repairs which 
is now in force for income tax purposes. The 
London Assessment Authorities have accordingly 
requested the Ministry of Health to promote a 
Bill for the purpose of amending the Valuation 
(Metropolis) Act, 1869, in the direction of increasing 
the statutory allowances for repairs under that Act. 


Defalcations in connection with investment 
societies, slate clubs, and other similar institutions 
continue year after year. They come to light 
regularly every Christmas when the time for 
distribution of the funds arrives, and past experience 
does not seem to have any appreciable effect in 
inducing the people who have the control of these 
clubs and societies to take the obvious precautions 
to prevent such occurrences. It is not often, 
however, that we find one of the auditors (in this 
case a traveller) actually making entries on the 
members cards to make them balance with the 
secretary's books. This in fact happened in 
the case of a mutual investment society where the 
auditor, finding that the loans appearing in the cash 
book were not shown on the member’s cards, made 
the entries himself in the belief that the omission 
was an oversight. [le admitted to the Magistrate 
that he was aware at the time that the secretary 
of the society had taken some money. Apparently 
it afterwards dawned upon him—or more probably 
was suggested to him—that he had made a 
mistake, as he gave information to the trustees, who 
directed a prosecution. This seems to be a clear 
instance of a man appointed as an auditor who knew 
so little about auditing that he did not recognise a 
fraudulent entry when he had actually found it. 


The Public Trustee is apparently somewhat 
concerned at the amount of business in the nature 
of trust work which is being undertaken by banks 
and insurance companies, and in an address on 
“Trusteeship as a Business Enterprise’’ given 
before the Insurance Institute of London, he warned 
the banks and insurance companies who were 
contemplating the extension or expansion of their 
trustee department that it would be well for them to 
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consider very carefully whether the indirect benefits 
to which they attached so much importance were not 
really illusory. We imagine he is really more 
concerned about the competition than the illusory 
benefits, as to which the companies may safely be 
left to form their own conclusions. The Public 
Trustee estimates—or, to be more correct, assumes— 
that about one-fifteenth of the trust work of the 
country is undertaken by his department, so that 
(making ample allowance for the banks, &c.) there 
is apparently still a very large percentage of the 
community who feel that their interests are better 
looked after by the appointment of a private 
individual as trustee than by either a Government 
department or a corporation. It is a_ well 
recognised fact that in the case of all these large 
establishments, whether Government departments, 
banks, or insurance companies, the personal factor 
is missing, and the estate which is being administered 
can hardly fail to suffer in consequence. The 
chief advantage of tle Public Trustee or of a 
bank acting in connection with a trust estate has 
always appeared to us to be in the capacity of 
custodian only. 


It seems as if the Inland Revenue Authorities 
have been reconsidering their position with regard 
to the question of ‘‘cuasual profits,’’ as it is stated 
that they have decided to assess, and have actually 
issued assessments, both for income tax and excess 
profits duty purposes in respect of profits made on 
the reflotation of cotton mills in the boom year 
of 1920. During that year mills changed hands at 
prices amounting to several times the original share 
capital, and apparently assessments are being made 
in a few test cases on the profits thus accruing. 
It is not easy to see how these assessments can 
be upheld, but the result will be awaited with interest. 


x 


The return tothe gold standard was referred to by 
Sir Josiah Stamp in speaking at a luncheon of the 
Belfast Chamber of Commerce last month. He said 
that people were under the impression that to get 
back to the gold standard was to get back to that 
measure of stability which gold enjoyed before the 
war, but he warned them that in future there would 
be three unknown factors on the supply side, viz: 
(1) the annual contribution of gold from the mines 
themselves; (2) the vast accumulation of gold in 
the United States under the control of the Federal 
Reserve Board; and (3) the extent of credit which 
could be based upon a gold standard. With these 
forces at work Sir Josiah did not seem to be very 
hopeful that gold was likely to become a satisfactory 
standard of value just yet. We observe, however, 
that some of the officials of the banking world do 
not appear to hold quite the same view. Mr. 
McKenna, the Chairman of the Midland Bank, in 
addressing the shareholders the other day, clearly 
indicated that he regards a return to the gold 
standard as both imminent and desirable. 


It appears that the recent case of the British 
Insulated and Helsby Cables, relating to the 
admissibility of contributions to superannuation 
fands as a deduction from profits for income tax 
purposes, is to be carried to the House of Lords as a 
test case. The company has succeeded in enlisting 
the support of the Association of Superannuation 
and Pension Funds in contesting the point, and it 
is understood that Sir John Simon, K.C., has been 
briefed by the company to conduct the case on 
their behalf. 


The report of the Bankers Clearing House shows 
that the year 1924 was a record year as regards the 
volume of clearings, which amounted to the enormous 
figure of £39,532,664,000, an increase of 7.9 per 
cent. over the year 1923, and about three times the 
corresponding figure for the year 1915. Some idea 
of the development of the clearing house can be 
gathered from the daily average of the clearings 
which in 1829 was £179,000, in 1853 £284,000, in 
1900 £3,372,000, in 1910 £4,618,000, and in 1920 
£14,706,000. December 31st, 1924, was a record day, 
showing a total of £259,921,000. The great bulk of 
the business is done through the town clearing, 
about one-eighth only of the total being represented 
by the country clearing department. The town 
clearing is so much influenced however by the large 
financial transactions of the short loan market, and 
the operations of the Stock Exchange and the 
Government, that its figures cannot be taken as any 
reliable indication of the trend of the country’s trade. 


An interesting decision relating to service 
agreements was given by Mr. Justice Roche in the 
case of Costigan v. Gray Bovier Engines, Limited. 
Under the terms of the agreement the engagement 
of the plaintiff was ‘‘ deemed to have commenced on 
September 11th, 1922, and was to continue for a 
period of twelve calendar months from such date 
and thereafter until determined by three calendar 
months notice in writing given by either party at 
any time to the other.” In the event of the plaintiff 
being guilty of certain specified conduct, Clause 4 
of the Agreement provided that the company should 
be entitled to determine the agreement forthwith at 
any time by notice in writing. For the defendants 
it was contended that the agreement made the 
employment definite for fifteen months. His Lordship 
held that although the agreement could not be 
terminated until the expiration of the twelve 
months, it could be terminated at the end thereof 
or at any time thereafter by three calendar months 
notice given either during the twelve months or after 
the twelve months had expired. His view was that 
the presence of the word “ forthwith ’’ in Clause 4 was 
not to differentiate between the periods in which 
notice could be given in either clause, but it merely 
showed that a prompt and immediate determination 
could be given, and that a three months notice 


was not necessary under Clause 4. 
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Che Basis and Sustem of Rating 
Paluations. 


Tue fundamental principles of rating are in general 
equally applicable to London and outside of it, 
but the machinery and administration of rating are 
somewhat different. The administration of London 
rating is governed chiefly by the Valuation (Metropolis) 
Act, 1869, whereas the procedure outside London is 
governed in the main by the Parochial Assessments 
Act, 1836, and the Union Assessment Committee Acts, 
1862, 1864, and 1880. One of the chief factors of 
rating is to estimate what is the rateable value and 
gross value, and though the definitions of ‘rateable 
value’ and “ gross value” of the Act of 1869 differ 
in language from ‘‘ rateable value ”’ of the Parochial 
Assessments Act, 1836, sect. 1, and ‘‘ gross estimated 
rental” of the Union Assessment Committee Act, 
1862, sect. 15, there is no practical difference in 
principle. In London, however, maximum rates of 
deduction between gross and rateable value are 
prescribed for various classes of property. The chief 
difference between rating in and out of London is 
in relation to the method of preparing the valuation 
lists, the Acts of 1836, 1862, 1864 and 1880 governing 
the latter and the Act of 1869 the former. 


Valuation outside London.—Every parish has a 
separate annual valuation list, which is generally 
the list for most of the local rates levied on the 
basis of the poor rates, e.g., borough and general 
district rates. The procedure is as follows :— 


1. Preparation of a list by the overseers of the 
parish. This list is deposited in the parish for 
fourteen days for public inspection, and notice of 
the deposit is sent to the assessment committee, 
and published on the church and chapel doors. 


2. The assessment committee may revise the 
list on complaint of any aggrieved person within 
28 days from notice of the deposit of the list, on 
the ground of unfairness, incorrectness, or omission. 
If the list is altered in any way it is to be 
redeposited for inspection. 

83. Appeals against the assessment may be 
made to the justices in special and quarter 
sessions on questions of quantum or value; also 
to the High Court on points of law. Evidence 
of the rateable value of similar hereditaments 
may be admitted, and without notice to persons 
concerned, where the ratepayer desires to show 
that his rating is too high as measured by the 
approved standard of rating of the other premises 
(Pointer y. Norwich (1922) 2 K.B., 471). 


4. On final approval by the assessment 
committee the list is signed, and a copy thereof 
sent to the overseers, which list is the valuation 
list in force; it is, however, subject to modification 
by supplemental lists prepared in like manner to 
the valuation list. 


Valuation in London.—The metropolitan borough 
councils are the overseers, and the council appoints 
the assessment committee when the borough area is 


coterminous with the Poor Lawarea. By the London 
Government Act, 1899, sect. 18, where the whole of a 
poor law union is within one borough, the assessment 
committee shall, notwithstanding anything in sect. 5 
of the Valuation (Metropolis) Act, 1869, be appointed 
by the borough council instead of by the board of 
guardians, and, where the borough comprises the 
whole of two or more unions, the council shall 
appoint only one assessment committee for those 
unions, and where the council appoint the assessment 
committee the town clerk shall act as the clerk 
to that committee. In other cases, the assessment 
committee is appointed by the guardians of the 
union. In the City of London, the committee is 
appointed by the Common Council. 


The valuation list, called the quinquennial list, 
is revised every five years (and will be revised in 
1925), during which period it may be modified by 
supplemental and provisional lists. Apart from the 
right of appeal to special and quarter sessions and 
to the High Court, the procedure for preparing the 
lists may be shortly summarised as follows :— 


1. The town clerk forwards a copy of the 
valuation list to the inspector of taxes, who sends 
his corrections of gross values to the assessment 
committee. His figures are inserted unless proved 
to be wrong, but he may object and appeal in 
such circumstances. 


2. The committee give notice to occupiers of 
alterations (if any) in their valuation. 


3. Appeals are similar to those outside London, 
except that outside the appeal is against the rate, 
whereas in London the appeal is against the 
valuation list. The list, when finally approved, 
is conclusive as regards taxation for nearly all 
rates, including county rates. 


A maximum scale of deductions from gross value 
is provided by sect. 52 and Third Schedule of the 
Act of 1869, and owners and occupiers are required 
to make returns, &c., in the same way as for 
income tax. 


The Act of 1869, sects. 45-47, provides for three 
valuation lists. Lord Atkinson, in giving judgment 
in the case of Metropolitan Water Board vy. Philiips 
(1913), said: ‘ Three distinct and different kinds 
of valuation lists are dealt with in these sections— 
the quinquennial list, the supplemental list and the 
provisional list. The first of these is the most 
permanent. It comes into force at the beginning 
of the year, commencing on April 6th immediately 
after it has been made, and lasts for five 
years. It may be altered in three different ways 
during its currency : (1) on appeal to the assessment 
sessions or to a superior court ; (2) by the making 
of a supplemental list ; and (3) by the making of a 
provisional list; but it is not superseded by either 
of these latter lists. It may be altered by them, 
but, as altered, it endures for the stated period. 
That, I think, is clear on the construction of these 
sections. If an appeal against any of the valuations 
contained in this quinquennial list be pending at 
the commencement of the above mentioned year, 
the list comes into force in its unaltered form, and 
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levies must be made in accordance with it. Provisions 
are, however, introduced to the effect that should, 
on such appeal, an alteration be made in this list, 
which alters the amount of the rate, the difference 
if too much be levied, shall be repaid or allowed, and 
if too little, shall be treated and recovered as 
arrears.” 


In Parrish v. Hackney ( (1912) 1 K.B., 669) it was 


held that a valuation list is not ‘‘made”’ until it is | 


finally approved on November Ist by the assessment 
committee. 


The quinquennial list is made and signed by the 
overseers (sect. 6 of the Act of 1869), .e., the borough 
council ; in the City of London, the Common Council 
(City of London (Union of Parishes) Act, 1907, sects. 
11 and 13), in the form prescri by the Second 
Schedule to the Act of 1869. 


Time for ings in making list.—Sect. 42 of 
the Act of 1869 provides that :— 


1. The overseers are to make and deposit the 
list before June Ist. 


2. The overseers are to transmit the list to 
the assessment committee not sooner than fourteen 
nor later than seventeen days after notice is given 
of the deposit of the list. 


83. Notice of objection by any person other than 
the inspector of taxes and the overseers is to be 
given before the expiration of 25 days after the 
list is deposited. 


4. Notice of objection to a list by the inspector 
of taxes and by the overseers is to be given not 
less than seven days before the meeting at which 
objections to such list will be heard. 


5. The committee are to revise the list before 
October 1st, and before the same day, but not less 
than sixteen days after the transmission of the 
list to them by the overseers, are to hold a meeting 
to hear objections to the list. 


6. The committee are to give notice of the 
meeting to hear objections not less than sixteen 
days before such meeting, and before October 1st. 


7. The committee are to send the list to be 
redeposited within three days after it is approved 
by them, and are to appoint a day not less than 
fourteen nor more than 28 days after such redeposit 
for hearing objections to the alterations, of which 
objections seven days notice is to be given by the 
objector. 


8. The committee are to finally approve and 
send the list to the overseers and the clerk of the 
county council before November 1st. 

Within fourteen days after the transmission of 
any list, notice is to be given by the committee to 
railway, gas, water, &c., companies named therein 
as occupiers, but not having places of business in 
the parish, of the sums set down as the rateable 
value of their property. Such notice may be served 
through the post to the principal office of the 
company (Union Assessment Committee Act, 


The Internal Auditor. 


Tux title “auditor” bas a long and familiar 
association with the duty of certifying the accuracy 
of accounts, and the prefex “internal ’’ does little to 
indicate the distinctive functions of those who 
rejoice in the title of ‘internal auditor.”’ We 
purpose, therefore, to consider briefly those functions 
and the methods by which they are carried out. 
For convenience we assume an organisation, the 
financial control of which is under an officer whom 
we shall refer to as the comptroller, and which is 
divided into departments corresponding to those of 
a trading business and under the immediate control 
of departmental accountants. 


An auditor is usually an outside official called in 
to vouch the financial position of a business. An 
internal auditor is an inside official, the product of 
the big business undertakings of the modern world. 
The latter is not an alternative to the former. His 


‘methods of working may be similar, but his 


functions, bis outlook, his attitude to the business 
and the direction of his responsibility are different. 
The auditors are responsible to the proprietors of the 
business and are concerned with the accuracy of 
the accounts presented to them. The methods 
employed in the compilation of those accounts, the 
control of income and expenditure, and so on, are 
primarily the concern of the comptroller. But he is 
very much pre-occupied with the broad financial 
problems of the business, and must rely upon 
someone with an eye for detail but a broad outlook 
who has the opportunity as well as the technical 
skill to examine and adjudge the detailed work of 
the financial machine. His functions are to ensure 
on behalf of the comptroller the satisfactory working 
of that machine, the avoidance of overlapping, and 
the advantage of such special knowledge as he 
possesses or may uire in the course of his 
investigations with a view to efficient and economical 
working. 


The internal auditor is in no sense in competition 
with the proprietor’s auditor. Both are concerned 
with the detection and prevention of fraud, but one 
is concerned more particularly with methods and 
the other more particularly with results. It is 
the business of the internal auditor to test the 
accounting work, not in order that he may be able to 
certify a balance-sheet, but to satisfy himself that 
proper methods are prescribed and are being carried 
out. His duty is to draw attention to weaknesses, 
irregularities, inefficiency; to point out any 
duplication of work which may be avoided, and to 
suggest more efficient and economical processes. 
It may be objected that these are functions of the 
departmental accountants, and in a sense this is true, 
but these officers commonly have no opportunity of 
systematically examining the details of the work 
they control or of making comparisons with other 
departments, and in any case they are apt to regard 
it from the departmental point of view rather than 
from that of the comptroller. The internal auditor 


1864, sect. 5). 


may therefore be of real service to the accountant 
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who cares to avail himself of the help which the 
former is able to give. 

The position of the internal auditor is to some 
extent a privileged one, since he has something like 
a roving commission through all departments of the 
business. He can, and should, familiarise himself 
with all its ramifications; he can study from a 
detached standpoint the merits and demerits of the 
various processes he finds in operation and the types 
of record in use; he can, without the preoccupation 
of departmental responsibility, envisage the entire 
financial scheme and the methods by which the 
parts lock into an efficient whole. But, as in other 
spheres of life, privilege implies responsibility. It is 
up to the internal auditor not only to see that the 
best and most suitable methods are introduced, but 
to keep himself abreast of changing conditions of 
business. Processes adapted to a rapidly growing 
business may not be appropriate to an established 
and steady one. Expansion or contraction either in 
the volume of trade or the area in which it is carried 
on, may necessitate elaboration of the accounting 
procedure or the scrapping or modification of a 
system no longer necessary. And while these 
things are primarily the concern of the departmental 
accountants, the comptroller relies upon the internal 
auditor to keep a watchful eye and to express critical 
opinions upon them. 

We have suggested that the functions of the 
internal auditor do not always commend themselves to 
the departmental accountants—or at any rate to their 
staffs—for the accountants usually recognise that 
the internal auditor may help them as well as the 
comptroller. A very full measure is in fact needed. 
of the familiar auditorial qualities of tact and 
discretion. He must discriminate between the 
points which arise out of the audit and bring 
them into some sort of relation to the field covered 
by his test and to the business as a whole, pointing 
out minor matters to the officers immediately 
concerned, and taking more formal action with 
regard to matters of principle or minor irregularities 
which are numerous, and suggest inefficiency or 
It is often a matter for 
very nice judgment how much or how little should 
be put into the report to the comptroller. Much 
will, of course, depend upon the attitude of the 
departmental staffs. The internal auditor cannot 
afford to devote his activities to the “scoring of 
points’’; his concern is to serve the business, and 
he must not lose sight of the fact that he is 
responsible to the comptroller, who is concerned 
not with minor details but with general questions 
of efficiency and economy in administration, as 
well as the provision of proper safeguards against 
fraud. There may be occasions when the internal 
auditor can suggest important changes in the 
financial machinery, and these need very careful 
handling. It may be presumed that the staff 
engaged on the accounting work are more familiar 
with its difficulties than the internal auditor can 
be even if their outlook has become foreshortened 
to the department in which they work. There is 
reason to expect, therefore, that strong arguments 
can be adduced in favour of the existing procedure, 


and the auditor will be well advised, having made 
sure of his facts, to discuss his proposals frankly 
with the accountant to the department. If this does 


not induce the latter to accept the proposals, it may, . 


at any rate, avoid any breach of friendly relations, 
and will, moreover, enable the auditor to mako his 
suggestion in a form which will facilitate a decision 
by the comptroller. The discussion may, of course, 
have the opposite result——viz, the withdrawal of the 
proposal. The auditor's work must be characterised 
by frankness and impartiality. 

To a great extent an internal audit may be 
regarded as a patrol service. The work is directed 
to the attainment and maintenance of efficiency in 
the detailed operations of the finance staff, the 
avoidance of waste, the detection of weaknesses 
and irregularities in principle or practice. The 
auditor’s detached position and his comparative 
knowledge of all the departments enable him to 
become a “merchant in ideas,” and to suggest 
from time to time improvements which, even if 
trifling in themselves, contribute to the perfection 
of the whole. Like other audit work, it demands 
unwearying alertness of mind and a challenging 
attitude towards the records it is called upon to 
examine, but there is no reason why an internal 
auditor should not share the satisfaction of a 
departmental chief whose organisation is so sound 
in principle and so efficient in practice as to leave no 
room for criticism and little scope for improvement. 


Incorporated Accountants’ Students’ 
Society of London. 


Syllabus of Lectures, &c. 
The following are the arrangements for the Spring Session :— 


1925. 

Feb. 10th. Lecture, ‘‘The Human Factor in the Improve- 
ment of Business Organisation,” by Mr. Charles 
8S. Myers, C.B.E., F.R.S. Chairman: Mr. 
William Strachan, Incorporated Accountant. 


Lecture, ‘‘ Accountancy as an Aid to the Solution 
of Social Problems,” by Mr. J. M. Fells, C.B.E., 
Incorporated Accountant. Chairman: Mr. W. 
McIntosh Whyte, Incorporated Accountant. 


Lecture, ‘‘ The Duties of an Executor,” by Mr. J. 
Linahan. Incorporated Accountant. Chairman: 
Mr. J. Robinson, Incorporated Accountant. 


Feb. 18th. 


Feb. 24th. 


Mar. 2nd. Lecture, ‘Considerations Affecting a Gold 
Standard,” by Mr. C. A. Kershaw, Incorporated 
Accountant. Chairman: Mr. A. E. Webster, 
Incorporated Accountant. 

Mar. 10th. Lecture, ‘‘ Some Recent Decisions in Income Tax 


Law,” by Mr. R. M. Montgomery, K.C. 
Chairman: Mr. F. W. Stephens, Vice-President 
of the Society. 


Joint Meeting with the Chartered Secretaries’ 
Students’ Society—Subject: ‘‘Mock Share- 
holders’ Meeting.”’- Chairman: Mr. F. C. 
Harper, President of the Society. 


Lecture, ‘Symbols and their Use in Costing,” 
by Mr. J. Bruce Polwarth, Incorporated 
ee Chairman: Sir James A. Cooper, 


Mar. 18th. 


Mar. 24th. 
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Society of Incorporated Accountants and 
Anditors. 


COUNCIL MEETING. 


A meeting of the Council was held in the Council 
Chamber, 50, Gresham Street, London, E.C., on Thursday, 
January 15th, when there were present:—Mr. G. S. Pitt 
(London), President, in the chair ; Mr. Thomas Keens (Luton), 
Vice-President; Mt. W. Bateson (Blackpool), Mr. J. W. 
Blackham (Birmingham), Mr. E. W. E. Blandford (London), 
Mr. D. E. Campbell (Wolverhampton), Mr. W. Claridge, M.A., 
J.P. (Bradford), Mr. Arthur Collins (London), Mr. J. M. Fells, 
C.B.E. (London), Lieut.-Colonel James Grimwood, C.B., 
D.8.0. (London), Mr. R. Leyshon (Cardiff), Sir James 
Martin, J.P. (London), Mr. Henry Morgan (London), Mr. C. 
Hewetson Nelson, J.P. (Liverpool), Mr. James Paterson 
(Greenock), Mr. Arthur E. Piggott (Manchester), Mr G. E. Pike 
(London), Mr. Richard Smith (Newcastle-on-Tyne), Mr. Alan 
Standing (Liverpool), Mr. Percy Toothill (Sheffield), Mr. A. H. 
Walkey (Dublin), Mr. F. Walmsley, J.P. (Manchester), Mr. 
F. Ogden Whiteley, O.B.E. (Bradford), Mr. A. E. Woodington 
(London), and Mr. A. A. Garrett, B.Sc., Secretary. 


Apologies for non-attendance were received from Mr. 
Arthur E. Green (London), Mr. W. T. Walton, J.P. (West 
Hartlepool), Mr. E. Whittaker, J.P. (Southampton), Mr. W. 
McIntosh Whyte (London), Sir Charles H. Wilson, M.P., 
LL.D. (Leeds). 


The minutes of the respective Committees were confirmed. 


New Memsers or THE CovunciL. 


Before the commencement of business the President 
cordially welcomed Mr. Richard Leyshon (Cardiff) and Mr. 
William Bateson (Blackpool), who took their seats on the 
Council for the first time. : 


DeatTus. 


The Secretary reported the deaths of the following members :— 
Mr. Charles Ivan Arkle (Associate), Liverpool; Mr. Edwin 
Broom (Fellow), Boksburg, Transvaal; Mr. George William 
Hayhoe (Associate), London; Mr. Francis Gyde Heaven 
(Associate), London ; Mr. Thomas Reed (Associate), Newcastle- 
on-Tyne. 


¢ RESIGNATION. 


Mr. John Henry Bailey, Blackburn, tendered his resignation 
of membership upon retirement from the profession. Mr. 
Bailey had been a Fellow of the Society for 34 years, and for a 
long period occupied a seat on the Council. It was resolved 
that the resignation be accepted with regret and that the best 
wishes of the Council be sent to Mr. Bailey in his retirement. 


VicroRIAN CoMMITTEE. 


The President welcomed to the Council Mr. Arthur Sydney 
Baillieu, of Melbourne, the President of the Society’s Victorian 
Committee. Mr. Baillieu addressed the Council and conveyed 
greetings from the members in Australia. He took the 
opportunity of discussing with the Council a number of 
matters affecting the interests of the Society in Australia. 
The President thanked Mr. Baillieu on behalf of the Council 
for his attendance and for the information and advice he had 
given with regard to the position of the profession in Australia. 


Lecat Examiner. 


A letter was read from Mr. W. R. B. Briscoe, C.B.E., M.A., 
resigning the position of Legal Examiner to the Society upon 
his appointment as a Judge of the Mixed Tribunal at Tangier. 
The following resolution was passed :— 


‘That the Council receive with much regret the 
resignation of Mr. W. R. B. Briscoe, C.B.E., M.A. 
(Cantab.), Barrister-at-Law, as Senior Examiner of the 
Society in legal subjects, the duties of which he has 
carried out for a period of 25 years. The Council desire 
to place on record their high appreciation of the 


valuable and faithful services rendered by Mr. Briscoe 
to the Society, and to offer to him their congratulations 
on Poe appointment, together with their cordial good 
wishes.’ 


InstiTuTE or MounicrpaL TREASURERS AND ACCOUNTANTS. 

It was resolved to accept in lieu of the Society’s Preliminary 
Examination the Preliminary Examination of this Institute, 
provided candidates have passed in an optional paper in 
Latin or a foreign language. 


Sourn Arrican ComMITreEs. 

The Council received reports from the South African 
Committees in relation to professional matters in the Union 
of South Africa. 

A large number of new members were elected, and other 
important business was transacted. 


DISPUTE ON A COMMISSION ACCOUNT. 


Claim Against Vickers Limited. 


On Friday, January 23rd, when Mr. Justice Fraser, sitting 
in the King’s Bench Division, resumed the hearing of the 
action by Mr. M. K. North and others, as assignees of an 
agreement of December, 1916, against Messrs. Vickers Limited, 
an agreement was arrived at by which all allegations of fraud 
against Messrs. Vickers and their accountants, Messrs. Peat 
and Co., were unreservedly withdrawn by the plaintiffs, and 
judgment was entered for Messrs. Vickers, without costs, they 
agreeing to this course out of the high esteem they had for 
the late Mr. North. 


The plaintiffs were the assignees of an agreement made 
between Mr. T. K. North, the superintendent of Vickers’ 
Crayford factory, and Messrs. Vickers, and the point at issue 
was what remuneration was due to Mr. North, who died in 
February, 1919, under that agreement. The allegation by the 
plaintiffs was that the books kept at the defendants’ Crayford 
works did not truly show the net profits made at those works 
for the years 1916 to 1919, and that Messrs. Peat & Co., who 
gave a certificate of profits as auditors, were disqualified from 
doing so because they had been in part concerned with 
writing up and keeping the books. Plaintiffs said under the 
agreement defendants undertook to pay the late Mr. North 
£1,200 a year and 33 per cent. on net profits made at 
Crayford, and that they were entitled to much more than the 
defendants acknowledged to be due. 


Defendants denied this, and said that having paid £9,000 
they had discharged all their obligations. 


Sir John Simon, K.C., for the plaintiffs, opened the case 
at length, and said the action involved a very detailed 
investigation and some very grave considerations. The late 
Mr. North was superintendent of the factory at Crayford 
before the war, and he reorganised and expanded it so that 
when the war broke out it was very highly organised. The 
factory turned out maxim guns and paravanes, the latter 
being fixed to the bows of ships as a protection against mines. 
During the war the turnover of the factory was millions a 
year. Plaintiffs were told by Vickers now that no profits were 
made at the factory during the four years with which they 
were concerned, that in no year except one was any profit at 
all made at Crayford, and in the one year in which profit was 
made that profit was a very moderate sum. Plaintiffs 
challenged that altogether, and said that the books should 
have been kept with reasonable accuracy. Whilst making no 
suggestion against Meesrs. Peat in regard to the certificate 
given, Sir John said Messrs. Peat were disqualified from 
putting it forward because they were connected with the 
writing up and keeping of Messrs. Vickers’ books. His 
allegation was that the accounts as against Mr. North were 
made recklessly, and that the entries could not be justified as 
having been made with due care and in good faith. 
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Mr. Rowland Evan Smith, a Chartered Accountant and a 
partner in the firm of Smith, Boothroyd & Co., gave evidence 
and went through the accounts relating to the factory at 
Crayford with a view to showing what, in his opinion, should 
have been credited to Mr. North and what charges ought not 
to have been debited to the Crayford works. 


Mr. S. Bevan, K.C., for the defendants, cross-examined. 
Witness said he was aware that the final certificate was 
subject to the adjustment of outstanding contracts which 
might result in Mr. North’s favour or against him. Witness 
agreed that the ledgers showed that an amount of £39,000 was 
credited in the books on the paravane account, whereas he 
had thought it had been omitted. He also said there was no 
justification for complaint in regard to other contracts. 
Witness did not know that the actual costs at Crayford 
during the four years in question exceeded the estimate of 
Mr. North by £1,750,000. 


Sir Vincent Caillard, a director of Vickers and chairman of 
the finance committee, was interposed to give evidence for the 
defendants. He said there was no foundation for the charge 
of fraud against Messrs. Vickers, and he made that statement 
on behalf of himself and his co-directors. He expressed 
surprise that such a charge should have been made. 
Mr. North knew before the agreement was signed that 
Messrs. Peat were the auditors. Mr. North had been paid 
during his service with the company £24,849, and that sum 
included ex gratia payments of £7,901. The board would not 
dream of questioning Messrs. Peat as to the basis which they 
thought fit and proper to take as to the net profits. 


Cross-examined: At one time Messrs. Peat did practically 
all the clerical work at Crayford. 


Sir John Simon, at the close of the cross-examination of 
Sir Vincent, said in view of the explanations that had been 
given the suggestion of fraud against Messrs. Vickers was 
quite out of place, and plaintiffs’ case did not depend upon 
the allegation of fraud. So far as the imputation of fraud 
against Vickers was concerned, Sir John withdrew it 
unreservedly. With regard to Messrs. Peat & Co., he wished 
to say that plaintiffs cast no reflection upon them or their staff. 
All charges of fraud were withdrawn. 


Mr. Bevan accepted the withdrawal, and said the charges of 
fraud ought never to have been made. 


His Lordship said this withdrawal cleared up the position, 
and Sir John’s statement was that there was not the slightest 
foundation for the allegations against Messrs. Vickers or 
Messrs. Peat & Co. 


Mr. Evan Smith again went into the witness box and 
admitted that some of his allegations as to the way the books 
were kept were cleared up by the explanations he had 


received. 


At this point a settlement of the action was arrived at. 


Sir John Simon said the further explanations and materials 
which had been brought to the notice of the Court were 
recognised by the plaintiffs as fundamentally affecting the 
questions to be decided. Messrs. Vickers had acknowledged 
the devotion of Mr. North. But what had now emerged was 
matter which honest people must recognise as affecting the 
issue profoundly. Plaintiffs had recognised it, and a 
suggestion was made which plaintiffs considered fair. 
Messrs. Vickers agreed to end the litigation on the terms of 
judgment for Messrs. Vickers, but without costs in that and 
another action. All imputations made against Messrs. 
Vickers and Messrs. Peat & Co. were unreservedly withdrawn. 


Mr. Bevan said the directors of Vickers appreciated that as 
soon as the fraud charges were withdrawn the action could be 
brought to an end. Defendants did not ask for costs owing to 
the esteem in which they held Mr.‘North. He gathered that 
all the allegations against Messrs. Peat & Co. were withdrawn. 


Sir John: There is no reflection upon them. 


His Lordship said the parties had adopted a wise course. 
No imputations remained on anybody at all. 


Judgment for Vickers in both actions, without costs. 


Society of Incorporated Accountants and 
Auditors. 


MEMBERSHIP. 
The following additions to, and promotions in, the Membership 
of the Society have been completed since our last issue :— 


ASSOCIATES TO FELLOWS. 
Anytorne, Besnarp Wii11AM (Stephenson, Smart & Co.), 78, Old 
Broad Street, London, E.U., Practising Accountant. 
Bet, Rosert (Martin Shaw, Leslie & Shaw), 2, Wellington 
Place, Belfast, Practising Accountant. 

Grir¥iTH, Frepericx, Barclay’s Bank Chambers, 37a, Strick- 
landgate, Kendal, Practising Accountant. 

Harpine, Ricuarp, Borough Treasurer, Municipal Offices, 
Yeovil. 

Kine, GrorGe Freperick (John King & Son), Bank Chambers, 
Waligate, Wigan, Practising Accountant. 

Marueson, Duncan Royston, M.A., 2, Queen Street, Edinburgh, 
Practising Accountant. 

O'Leary, Josepa Ricuarp (Stapleton & Co.), Trinity Chambers, 
South Mall, Cork, Practising Accountant. 

Srarrorp, Prrcrvat Hersert, County Accountant, Mon- 
mouthshire County Council, Town Hall, Newport, Mon. 

SranrreLp, Toomas Wiiu1am (T. W. Stanfield & Co.), Duchy 
Chambers, 24, Sir Thomas Street, Liverpool, Practising 
Accountant. 

Witpman, Cuartes Epwarp, Borough Treasurer, Town Hall, 
Leamington Spa. 

Woopcock, Wiiu1am Henry, Borough Treasurer, Municipal 
Offices, Warrington. 


ASSOCIATES. 

Barrstow, Luke Vernon, Clerk to W. E. Nelson & Co., 
22, Lord street, Liverpool. 

Batpwin, Harry, Clerk to Martin, Farlow & Co., Nymegen, 
Holland. 

Beerstey, James Leonarp, Clerk to R. O. Griffith, 44, Cannon 
Street, Preston. 

Buioop, Freperick JosepH Brinpon, Clerk to J. W. Blackham, 
County Buildings, 147, Corporation Street, Birmingham. 

Bresnan, Epwarp Grrarp, Clerk to William Chad & Co., 
8a, Lord Street, Liverpool. 

Brown, KennetH Irvine, County Accountant’s Department, 
Northumberland County Council, The Moothall, Neweastle- 
on-Tyne. ; 

CampBELL, Tuomas Parrick Evcene, Clerk to Crawford & Allen, 
5, Bedford Street, Belfast. 

Cariey, Ciare, M.B.E., Smith’s Chambers, 6, Westborough, 
Scarborough, Practising Accountant. : 

Crark, Cuartes Wim, Clerk to Alan Smith & Co., 
28, Monument Street, London, E.C. 

Cox, Grace Cornea, Clerk to Joseph Cox, 85, Morland 
Road, Croydon. 

CruicksHaNnk, ALEXANDER Wa..iss, Clerk to Buckley & Hall, 
National Provincial Chambers, Silver Street, Hull. 

Dawe, Newure May, Clerk to Annan, Dexter & Co., 
21, Ironmonger Lane, London, E.C. 

Deacon, Laity Sasrna, Clerk to Campbell & Jordan, 79, Lichfiel 
Street, Wolverhampton. . 

Donaupson, Joun, Clerk to Moore & Smalley, 9, Chapel Street, 
Preston. 

Dunwett, Roxuanp, Clerk to Perey Pemberton & Co., 
32 & 34, Cookridge Street, Leeds. 

Eastaucu, Joun Crisp, Clerk to Chantrey, Button & Co., 
61 & 62, Lincoln’s Inn Fields, London, W.C. 

Epwarps, Laurence Dupiey, Clerk to Gray, Stainforth, 
Newton & Co., 31, Lombard Street, London, E.C. 
Ereson, Leonarp, Clerk to F. S. Pearson & Cryer, Old Bank 

Chambers, Keighley. 
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Forp, Francis AnpRew, Clerk to Chalmers, Wade & Co., 
24, Coleman Street, London, E.C. 

Goopwin, Kenneta Epmunp, Clerk to D. H. Bates, Central 
Chambers, 10, Cheapside, Hanley, Stoke-on-Trent. 

Gray, Arruor Tuomas, Ministry of Labour Finance Depart- 
ment, Queen Anne’s Chambers, Broadway, Westminster, 
London, 8.W. 

Hacxerr, Jonny, A.C.A. (H. A. Merchant), 10, The Broadway, 
Ealing, London, W., Practising Accountant. 

Harpwicke, Arnoup Cyrm Frank, Clerk to Thos. C. Morris, 
31, St. Thomas Street, Weymouth. 

Haynes, ALFRED Ernest = Barnes Bryant & Co.), Arundel 
Chambers, 188-189, Strand, London, W.C., Practising 
Accountant. 

Horentnson, Frepertck Muserave, 115, Cleethorpe Road, 
Grimsby, Practising Accountant. 

Kent, Sranuey, Clerk to Harper, Groves & Co., Tower 
Chambers, 30a, Pride Hill, Shrewsbury. 

Kitey. Freperick Lreonarp, Clerk to Hubert S. Dickinson, 
30, Huddersfield Road, Brighouse. 

Kine, Harry Cares, Clerk to Deloitte, Plender, Griffiths 
& Co., 5, London Wall Buildings, London, E.C. 

Lazzart, Pau, Clerk to Strachan & Co., 18, Grainger Street 
West, Newcastle-on-Tyne. 

Lee, Joserx Eric, City Treasurer’s Department, Town Hall, 
Leicester. . 

Lrrarp, Goprrey Bartiop, Clerk to Howard Morris & Crocker, 
20-23, Pearl Buildings, Portsmouth. 

Myers, Frank, Clerk to R. & R. V. Frank, 44 & 45, Prudential 
Buildings, Park Row, Leeds. 

NicHotts, Frank Wri1aM, Clerk to Clothier, Watkins & Riddell, 
7, The Square, Shrewsbury. 

O'’CaALLAGHAN, James Gerarp, B.Com., 35, Great Brunswick 
Street, Dublin, Practising Accountant. 

Overton, ALFRED Vicror, Clerk to Lovewell Blake & Co., 
2, South Quay, Great Yarmouth. 

Perry, Lewis Joseph Gronpy, Clerk to J. A. Hulme, 
88, Mosley Street, Manchester. 

Prrcner, Frank Louis, Clerk to A. J. Downs &Co., Union 
Bank Chambers, Riby Square, Grimsby. 

Remy, Herserr Ceci, Clerk to Gattey & Bateman, 
Chartered Bank Chambers, Raffles Square, Singapore. 

Rocxwe.t, Anstey Wirners (Alfred Newmarch & Allison), 
89, Pitt Street, Sydney, N.S.W., Practising Accountant. 

Roy, Freperic Corxwauu, Bank Chambers, 313, High Street, 
West Bromwich. Practising Accountant. 

Scorren, Aurrep, Clerk to Leonard G. Lane & Co., 
34/40, Ludgate Hill, London, E.C. 

Sxurr, Ropert Perctvat, The Centre, Brierfield, Lancs., 
Practising Accountant. 

Smmons, Georce James, Clerk to W. Vincent Vale, 20, Queen 
Street,* Wolverhampton. 

Starer, Henry, Deputy Borough Accountant, Town Hall, 
Chorley. 

Surru, Freperick Srpney, Clerk to Harman & Gowen, 7, Queen 
Street, Norwich. 

Sovrueate, Evetyn, Clerk to Gundry, Straus & Soper, 7, Great 
Winchester Street, London, E.C. 

Sropparp, Epwarp Sranuey, Clerk to Bourner, Bullock & Co., 
17, Albion Street, Hanley, Stoke-on-Trent. 

‘THomas, Joun Satmon, Clerk to Haswell Bros., St. John’s 
Chambers, Love Street, Chester. 

Tuomas, Wiiu1am Hopkin, Clerk to Glass & Edwards, 5, Cook 
Street, Liverpool. 

Townsenp, Atrrep Victor, Clerk to Ridsdale & Ridsdale, 
Midland Bank Chambers, Bridge Street, Walsall. 

Ware, Wi14am, Clerk to Orford, Patterson & Peet, 
18, Hackins Hey, Liverpool. 

Witurams, Freprertck Cxcrz, 157, Palmerston House, 34, Old 
Broad Street, London, E.C., Practising Accountant. 

WituaMms, Wint1ram Henry, Borough Treasurer’s Department, 
County Borough of East Ham, Town Hall, East Ham, 
London, E. 


Wricut-Anperson, Husert Epwarp, Clerk to W. Keller Snow, 
55, Quarry Street, Guildford. 

Yates, Josepu, Clerk to Dutton, Armstrong & Co., Clarence 
Chambers, 4, Piccadilly, Manchester. 

Youne, Wiiu1am Ernest, Clerk to Dixon, Wilson, Tubbs & Co., 
24, Basinghall Street, London, E.C. 


CURRENT PROBLEMS IN FINANCE.* 


Sir Josiah Stamp’s New Book. 

This is not a review in the ordinary acceptance of that 
term. If what is now written must be classified it might be 
more fitly defined as an appreciation. 

Its avowed object is to remind professional accountants of 
the fund of knowledge contained in the 335 pages of this new 
volume. It is a book which one reads pencil in hand, and 
marginal markings and notes indicate passages of special 
significance, to be in due course referenced in one’s own 
index rerum. 

What is it which makes Sir Josiah Stamp’s books so 
readable? Is it not that while unquestionably he is one 
of our foremost economists, he is always much more than an 
economist? 

While a statistician of acknowledged distinction, he is 
alweys able to clothe his figures with flesh and blood and to 
make the thing which they represent luminous and vital. 
The philosopher, the moralist, the business man, is evidenced 
by turns on almost every page of his work. In short, he is 
that unique thing, an economist and statistician in touch 
with everyday business life. As the author himself declares 
in his preface, the themes which comprise the volume ‘‘ deal 
with subjects which remain alive in public interest.”’ The 
fact that most of the studies have appeared in recent reviews 
or have been given as lectures or ad before various 
bodies adds to their interest. 

The serious student is once again indebted to the brilliant 
writer of these pages for managing to find a reserve of time 
in which to re-edit and produce, adequately indexed, in 
book form, contributions of unique value on modern 
problems, to the solution of which statesmen and thinkers 
are now so earnestly looking forward. 

So far as our own profession is concerned, be it said that 
this is the kind of knowledge which gives the candidate for 
the Final examination that extra bit of excellence which 
might determine whether his name shall be found in the 
Honours list or not. 

It will be of peculiar interest to accountants to find that the 
first chapter, entitled ‘‘ Economics as an exact Science—an 
Appeal to Accountancy,” is founded upon the paper which 
Sir Josiah delivered at the annual Conference of the Society 
held at Liverpool in October, 1921. Some footnotes are 
included, which Incorporated Accountants will find arresting 
reading in view of the debate which followed the delivery of 
the paper. 

In discussing ‘‘ Devolution ’’ (Chapter II), the author gives 
us some inside knowledge of the working of excess profits 
duty, and later declares ‘‘no first class measure of wide 
application comes or can come from Parliament in a workable 
form. Devolution lies in the path of evolution.’’ 

The discussion on the contrast ‘‘ between the administration 
of business and public affairs’? was very appropriately 
delivered to the Society of Civil Servants, and it must have 
given the Lecturer some satisfaction to relate how he was 
referred to six different departments in one of the large 
London stores before he secured the satisfaction he sought. 
Here again the subject of excess profits duty emerges, and 
Sir Josiah informs us that the great dissatisfaction of 
American business men with their own excess profits duty 
was caused by the fact ‘‘ that nobody outside Washington had 
power to settle anything, and everyone over that vast 
continent had either to indulge in interminable correspondence 
or make long journeys to Washington.” 

Chapter IV is upon the subject of ‘‘ the economic effects of 
disarmament,” and is based upon memoranda prepared for 


* ‘Studies in Current Probiems in Finance,” by Sir Josiah Stamp, 
D.Se., G.B.E. 335 pp. P. 8. King & Son, Limited. 10s. 64. 
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the British Prime Minister on the occasion of the Washington 
Disarmament Conference, 1921-22. It is a particularly full, 
and singularly able, review of the whole problem, in the 
course of which We learn ‘that the cancellation of war 
expenditure would be adequate to cover the present 
deficits and enable the national budgets to balance.”’ This 
chapter is of momentous importance, but we must content 
ourselves by referring those of our readers who are fortunate 
enough, and wise enough, to invest half a guinea in the 
purchase of the volume to the following pp. 76-78, 80, 83, 
89, 95 (footnote) and 96-7. Anyone desiring to debate the 
subject will find a mass of material here. 

Everyone to-day, and for many days to come, will be 
interested in rent restriction, and the author’s chapter on this 
topic formed the subject matter of a lecture at the College of 
Estate Management. It is prefaced by Byron’s historic 
words— 


‘* Where are those martyred saints, the Five per cents., 
And where—oh! where the devil are the Rents.” 


Discussing in this connection the rise in interest, there is 
evidence that Sir Josiah shares the views of Mr. Hartley 
Withers. ‘In the case of inflation due to war conditions,” 
he writes, ‘‘ Government policy is responsible. The Government 
must at all costs have its commodities, and what it cannot 
get by taxation and loans it must filch silently by inflation.” 

There are some pregnant passages to be found on the 
subject on pp. 102, 104, 107, 110 and 112. 

‘Profits and Wages’’ (Chapter VI) is from a lecture at 
London University. In it we gain an inside knowledge of 
the coal dispute, and it was upon the results of Sir Josiah’s 
investigations, covering a period of 25 years, that the final 
settlement was based. 

On p. 124 we have a graph showing what of a total value 
the percentages which wages, materials, transport, other 
expenses, and profits each took. These percentages are 
elaborated, and the figures of Mr. Sidney Webb, Sir Hugh 
Bell and Dr. Bowley subjected to critical analysis. Profitable 
reference may be made to pp. 124-128, 130, 133, 134, 136-7. 

The enticing topic of index numbers and cost of living, 
based upon an address to the Association of British Chambers 
of Commerce, is full of knowledgeable matter, and is 
appropriately followed in Chapter VIII by a stimulating 
review of ‘‘A shifting Money Standard and Fiscal Burdens.” 
The argument on pp. 171-2 appears to furnish a very strong 
case for the assessment of income tax upon the previous years 
basis, although its use is not strictly in this connection. 
Pp. 166-173, 175, 178, 180, 181 and 182 are of special note. 

Any accountant who has dealt with double taxation cases 
will read with thankfulness the chapter devoted to ‘‘ Double 
Taxation and freedom of International Investment.” The 
principles are thoroughly inyestigated and clearly expounded. 

In Chapter X the relationship between direct and indirect 
taxation comes under consideration. It seems to us to-day 
‘incredible that 30 years ago Sir Wm. Harcourt should have 
declared that national expenditure should have reached the 
limits of tolerable taxation. . 

Sir Josiah gives us (p. 212) the percentages quoted by 
Sir Michael Hicks Beach in his first Budget speech of indirect 
taxation over the period from 1842 to 1895, finally showing 
how it had dropped from 27s. 3d. to 24s. 9d. per head, 
whereas direct taxation had risen from 10s. 1d. to 22s. 6d. 
Tn those spacious days an income tax of 8d. was thought too 
high in times of peace. 

The author quotes, and presumably approves, Sir Robert 
Griftin’s statement that indirect taxation causes only one half 
or a third of the privation and suffering entailed by an equal 
amount of direct taxition. Later due emphasis is given to 
the essential necessity of scientific accounting in connection 
with anv good system of direct taxation, and the reader is 
reminded that the importance of the balance-sheet was not 
appreciated by the Revenue Authorities until twenty vears 
ago. There are some refreshingly candid words on p. 217-18 
as to the tendency of one class, when in a majority in the 
Legislature, to endeavour to throw the burden upon other 
classes, and Mr. Snowden’s doctrine ‘‘ that you must not look 
at what you take from a man, you must look at what he has 
left’’ is canstically examined. In sect. (3) the application 
of the ‘‘ marginal’’ theory to taxation comes under review; 
also the change in relative burdens among the different 
classes of taxpayers. 


When the question of capital levy was likely to become a 
vital matter much was written that would not stand critical 
examination. 

In the last chapter of this great book we have the whole 
subject fully discussed as to its practicability, its economic 
effects. its influence upon deflation, and its effects upon future 
national revenue. There is much in this chapter which 
tempts quotation, but we must content ourselves with a 
reference to the statement that £12,500.000 in estate duty 
would be lost annually on a £3,000,000,000 levy, while the 
effects upon income tax and super tax bring the total loss 
up to a figure between £90,000,000 and £98,000,000. To use 
Sir Josiah’s own words, ‘‘approximately two-thirds of the 
levy is wanted to ‘pay its own keep.’”’ Reference should be 
made to pp. 227-9, 232-3, 236-7, 241, 249, 258, 263 and 265. 

The volume concludes with the author’s much quoted paper 
on ‘‘ The Wealth and Income of the Chief Powers,” which it 
will be a real convenience to have in book form. 

In concluding his paper before the Society in 1921 Sir 
Josiah appealed for one out of every five young accountants 
to ‘“‘take an interest in economic and social questions.” 
This book should certainly find an honoured place on the 
bookshelves of such students. of whom, we are glad to think, 
there is a growing number within our ranks to-day. 


Ghanges and Removals. 


Mr. 8. B. I. Abbott, Incorporated Accountant, has commenced 
public practice at Bedford Buildings, Bedford Street, Belfast. 


Messrs. Cooper, Scott & Co., Incorporated Accountants, 
announce that the partnership hitherto existing between 
Mr. H. G. Scott, F.S.A.A., Mr. E. C. Cooper, F.S.A.A., 
and Mr. W. A. Rainbird, F.S.A.A., has been dissolved. 
The practice will be continued by Mr. E. C. Cooper and 
Mr. W. A. Rainbird at 54, New Broad Street, London, E.C. 


Mr. 8S. E. Crowe, Incorporated Accountant, has removed to 
Central Chambers, Manor Square, Otley. 


Mr. Trevor Davies, Incorporated Accountant, has taken into 
partnership Mr. 8. A. Gantner. Chartered Accountant. The 
practice will be carried on under the name of Trevor Davies, 
Gantner & Co., at 69, Basinghall Street, London, E.C. 


On and after January Ist the branch offices previously 
conducted by Messrs. Deloitte, Plender, Griffiths & Co., in 
Montreal, Havana and Mexico City, will operate under the 
name of Deloitte, Plender, Haskins & Sells. 


Mr. F. Haines. Incorporated Accountant, has removed to 
4, London Wall Buildings, Blomfield Street, London, E.C. 


Messrs. Chas. Hewitt & Hobbs have removed to 55/60, Sauers 
Building, Loveday Street, Johannesburg. 


Messrs. Hoale, Smith & Field announce a change of address 
to 4, Broad Street Place, London, E.C. 


Mr. Martin Laverick, Incorporated Accountant, has taken 
into partnership Mr. N. H. Walton, Incorporated Accountant. 
The practice will be carried on at Midland Bank Chambers, 
Sunderland, under the style of Laverick & Walton. 


Mr. H. MeMillan, Incorporated Accountant, has commenced 
public practice at 44, Donegall Street, Belfast. 


Mr. F. C. Williams, Incorporated Accountant, has com- 
menced public practice at 157, Palmerston House, 34, Old 
Broad Street, London, E.C. ? 


Mr. F. Woolley, Incorporated Accountant, has taken into 
partnership Mr. E. J. Waldron, Incorporated Accountant. 


The firm will practise under the style of Woolley & Waldron 
at 6, Portland Street, Southampton. 
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Correspondence. 


Re WALLASEY GRAMMAR SCHOOL. 
To the Editors Incorporated Accountants’ Journal. 

Sirs,—The School Honours Board is about to be re- 
constituted, and it is desired to include the names of any 
old boys who have qualified as Incorporated Accountants. 

I shall therefore be much obliged if any such will 
communicate to the Secretary of the Society the year in 
which they qualified. 

Yours faithfully, 
C. Hewerson NELson, 
Chairman of the Governors. 


DOMINION INCOME TAX RELIEF. 

To the Editors Incorporated Accountants’ Journal. 

Srrs,—At the end of the first paragraph on page 93 of your 
January number you state, in reference to the first class of 
companies dealt with in your article, as follows :— 

‘*As between the company and its preference share- 
holders the company is not entitled to make a profit 
out of Dominion income tax relief and thus benefit the 
ordinary shareholders.” 

It would appear, however, that the preference shareholders 
of certain companies are entitled to receive a higher rate of 
interest on their shares than the terms of their issue warrant 
and to receive this at the expense of the ordinary shareholders. 

For example, take a company registered in this country with 
a capital of £300,000 divided into 100,000 5 per cent. preference 
shares and 200,000 ordinary shares. 

Let us assume that this company earns net profits amounting 
to £25,000. Let us leave out (for the purpose of simplicity 
any question of the standard United Kingdom income tax an 
let us presume that it distributes the whole amount. This 
would be paid on the two classes of shares as follows :— 

Preference shares .. “ “e .. £5,000 0 0 
Ordinary shares... oe a 20,000 0 0 
£25,000 0 0 

If, however, the company were taxed in one of the Dominions 
to the extent of £2,000 and no relief were obtainable in 
respect of United Kingdom taxation, the net profits would 
be £23,000 and these would be divided as follows :— 

Preference shares .. a £5,000 0 0 
Ordinary shares .. ‘ se -- 18,000 0 0 
£23,000 0 0 

If, however, the whole of the £2,000 paid in the Dominions 
were allowed as relief in this country the profits would be 
distributed as in the first example given above; but if the 
preference shareholders were allowed to participate in the 
relief, in accordance with the case mentioned, the distribution 
would be as follows :— 

Preference shares .. ee ve me 
Ordinary shares .. os oe as 


£5,434 0 0 

19,566 0 0 
£25,000 0 0 

Thus it will be seén that instead of a 5 per cent. dividend 
the preference shareholders would receive a dividend at the 
rate of £5 8s. 8d. per cent., of which rate 8s. 8d. per cent. 
would come directly out of the pockets of the ordinary 
shareholders. 

I contend that, except in two cases which are not likely 
to occur, the share of the Dominion relief obtained by 
preference shareholders is always at the expense of the 
ordinary shareholders. 

The exceptions would be— ; 

(1) In cases where the company received a greater 
relief than the amount of Dominion tax paid, and 
(2) In cases where the profits are not sufficient to pay 
the preference dividend in full. 
I am, Sirs, 
Yours faithfully, 
London, R. E. Lovepay. 
January, 1925. 


RATING ASSESSMENTS. 
To the Editors Incorporated Accountants’ Journal. 
Srrs,—I shall be obliged for your guidance and advice on 
the following income tax question :— 

‘*A’’ owns premises, part of a block of buildings of 
similar structure and design, assessed for 1923-24 at £60. 
gross and £48 net. 

The ground floor is occupied by ‘‘ A” & Son, grocers; 
the remainder of the premises is let to tenants at a gross 
weekly rental of £3. ; 

The Inspector of Taxes proposes to increase the ann 
value of the property to a figure in the neighbourhood 
of £200. 

There have been no structural alterations, and the 
premises on either side are still assessed at £60 gross. 


It is maintained that since the 1923-24 assessment was 
based on the annual value existing in the year 1922-23, the 
1923-24 assessment should stand until the next re-valuation. 

I might add that the communicating door from the shop to 
the remainder of the premises is simply locked. 


Yours faithfully, 
Colwyn Bay. H. T. H. 


[See sects. 25 and 26 of the Union Assessment Committee 
Act, 1862, and the decisions in Stirk v. Halifax (1922, 
1 K.B., 264) and Double v. Southampton (1922, 2 K.B., 213), 
which appear to uphold the principle that the Assessment 
Committee has no right to impose a higher rate upon 
some owners of a certain class of property than upon other 
owners of a similar class of property.—Eps., I.A.J.]} 


ROYAL NAVAL RESERVE. 


(Accountant OFYICERS.) 


Annual Dinner. 


The eighth annual dinner of accountant officers, Royal 
Naval Reserve, was held at the Princes’ Restaurant, Piccadilly, 
on Friday, January 9th last. The Mess President was 
Paymaster Commander H. B. Tuffill, C.B.E., R.D., R.N.R., 
A.C.A., and among those present were :—Vice-Admiral Sir 
Hugh Tothill, K.C.B., K.C.M.G., K.C.V.0., Admiral 
Commanding Coast Guard and Reserves, Paymaster Rear- 
Admiral Sir C. F. Pollard, K.C.B., C.M.G., Paymaster 
Director-General Sir Oswyn Murray, K.C.B., Secretary to the 
Admiralty, Sir Charles Walker, K.C.B., Deputy Secretary to 
the Admiralty, Paymaster Rear-Admiral Sir W. M.C. Beresford 
Whyte, K.C.B., C.M.G., Captain M. E. Dunbar-Nasmith, 
V.C., C.B., R.N., Paymaster Captain V. A. Lawford, C.M.G., 
D.S.O., R.N., Paymaster Commander D. M. Mackenzie, R.D., 
R.N.R., Paymaster Commander A. F. Stoy, K.D., R.N.R., 
F.C.A. (Hon. Secretary), Paymaster Commander R. M. Heath, 
R.D., R.N.R., Paymaster Commander H.V.Such, O.B.E.,R.D., 
R.N.R., Paymaster Lieutenant-Commander 8. B. Jarrett, 
R.N.R., Paymaster Lieutenant H. Alden, R.N.R., A.S.A.A., 
Paymaster Lieutenant R. Ashworth, R N.R., F.S8.A.A., A.€.A., 
Paymaster Lieutenant A. A. Garrett, R.N.R., Paymaster Lieut.- 
Commander R.H.Glen, R.D., R.N.R., F.C.A., Mr.H. Kingston, 
F.S.A.A., Mr. S. H. Mearns, F.C.A., Paymaster Lieut.-Com- 
mander L. W. Millar, R.N.R., A.C.A., Mr. H. Ogle, F.C.A., 
Paymaster Lieutenant R. J. Pigott, R.N.R., F.C.A., Paymaster 
Sub-Lieutenant G. Alan Smith, R.N.R., F.S.A.A., Paymaster 
Lieut.-Commander W. L. Threlford, M.B.E., R.N.R., F.C.A. 

After the toasts of ‘‘ The King’’ and ‘‘ Absent Friends,’’ the 
toast of ‘‘ The Guests”? was proposed by the Mess President 
and was responded to by Sir Oswyn Murray. ‘* The Royal 
Naval Reserve, Accountant Branch ’’ was given by Sir Charles 
Walker, who referred to the fact that the Accountant Branch, 
Royal Naval Reserve, had completed 21 years’ service,-and he 
offered his congratulations. The toast was responded to by 
Paymaster Commander D. M. Mackenzie, R.N.R. The toast 
of the ‘‘Mess President’? was submitted by Paymaster 
Commander R. M. Heath, R.N.R., and at the conclusion of 
the dinner the health of the Hon. Secretary, Paymaster 
Commander A. F. Stoy was proposed by Paymaster 
Commander H. V. Such, and received by the Mess with 
much cordiality. 
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Some Yrartical Notes on 
Bankruptep. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. D. MAHONY, 
e INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. E. Baupry, Incorporated 
Accountant. 


Mr. Manony said: I do not think I can begin better than 
by introducing what I may term the leading characters of 
bankruptcy—viz, the Court, the Registrar, the Board of Trade, 
the Official Receiver, as to who they are, what they are, and 
what their relationships are to each other. 

(1) The Court.—We will for present purposes ignore the 
County Court and confine our attention to the High Court. 
The building in Carey Street, known as the Bankruptcy Court, 
houses the Registrars and Official Receivers in Bankruptcy. 
This Court is now an institution in itself apart from either 
the King’s Bench or Chancery Divisions of the High Court. 
The title of cases you will notice commences— 

“In tHe Hieu Court or JusricE 

In Banxrvptcy.” 

Formerly bankruptcy was considered to form part of the 
business of the Courts of Equity, and one of the Vice-Chancellors 
was designated Chief Judge in Bankruptcy. One of the 
Judicature Acts of the ’seventies abolished Vice-Chancellors, 
and the then Chief Judge in Bankruptcy (Vice-Chancellor 
Bacon) continued in that office until his retirement. Before 
he retired, Mr. Chamberlain’s Act, 1883, had come into 
force, and bankruptcy business was assigned to one of the 
Judges of the King’s Bench Division, where it was administered 
until a few years ago, when it was again transferred to the 
Courts of Equity—viz, the Chancery Court. It is true that 
the Judges of the High Court do not as a rule sit in the 
Carey Street building itself. Bankruptcy cases are assigned 
to a Judge of the Chancery Division, and where judgment on 
any matter outside the province of the Registrar is sought, 
e.g., that a transaction is a fraudulent preference, the motion 
is heard in the Law Courts in the Strand, and the Chancery 
Judge hearing it, although sitting in his own Chancery Court, 
is in reality sitting ‘‘in bankruptcy.” 

(2) The Registrars.—This is a most unfortunate name for 
the student. There appear to be Registrars for everything 
in any way connected with law. We are, however, only 
dealing with Registrars in Bankruptcy. (There are, by the 
way, Registrars in Companies Winding Up, who are totally 
different people.) Registrars in Bankruptcy are officials of 
the Court whose concern it is to hear petitions, make 
receiving orders, hear private sittings, discharge debtors, 
and deal with numerous other matters set out in sect. 102 
of the Bankruptcy Act, 1914. They are in fact a kind of 
minor Judge. 

(3) The Board of Trade, as you all know, is a Government 
department which has conttol over the Trustee and the 
Official Receiver. The Court deals with questions of law, 
whilst the Bankruptcy seetion of the Board of Trade watches 
the actions of the bankrupt and Trustee, and if the latter 
transgress the law they are promptly shepherded before the 
Court by the Board of Trade and punished according to the law. 
The Board of Trade also receives, under sect. 136, reports 
from the Registrars of the business of their courts and 
offices, and makes a general annual report to Parliament. 
The chief officials of the Board of Trade dealing with 
bankruptcy are the Inspector-General in Bankruptcy and the 
Official Receivers. The Inspector-General acts as auditor, 
signs ttre Trustees’ certificate appointment, and issues general 
instructions to Trustees at various times. 

(4) The Official Receiver is an official appointed and 
controlled by the Board of Trade. It is he who examines 
into the conduct of the debtor, and who conducts the public 
examination of the debtor before the Registrar. He is an 
officer of the Court only so far as he acts as Interim Receiver 
or Trustee of the debtor’s estate. He may be held personally 


| liable for negligence. The Official Receiver’s department is 
divided into three sections as follows: A to F, G to O, P to Z, 
and cases are allotted between the sections by reference to the 
initial letter of the debtor’s surname. These sections are 
again divided into- separate departments, e.g., Examiners, 
Realisation, Cashiers, Inquiries, &c. 

We will now attempt to trace a bankruptcy case through its 
various stages, excluding, as far as possible, questions of law 
and introducing questions of practice and procedure. 


Tue PerirIon. 

This is almost invariably filed through a solicitor, and 
the accountant is seldom professionally concerned with a 
bankruptcy case pricr to the receiving order. 

In case of necessity, details of how to file a petition, with 
forms, &c., may be found in “ Williams’ Bankruptcy Practice.” 


Tue Recetvine ORDER. 

The receiving order is made: In the case of a petition by a 
creditor at the close of the hearing of such petition, and in the 
case of a petition by a debtor immediately on the presentation 
of such petition. 

The debtor has to report at the Realisations department of 
the Official Receiver, and give short particulars of his property 
so that the Official Receiver may take possession of the estate. 

This visit is technically known by the officials as the 
“surrender” of the debtor, and by the more hardened of 
the debtors as *‘ joining the club.” An appointment is now 
made, usually for the following day, with the debtor for the 
making of the preliminary examination. This is carried 
out in the Realisation department, and consists of filling in 
answers to some few hundred printed questions relating to the 
debtor’s history and his assets and liabilities. The debtor 
may here apply for some person to assist in the preparation 
of the statement of affairs, and this is where the accountant 
usually first takes a part in the proceedings. 


Tue Statement oF AFFarRs. 

We will, with your permission, make a slight digression at 
this point to consider for a few moments the preparation of the 
statement of affairs. The debtor has to make an affidavit 
that owing to his ignorance of book-keeping (or some such 
cause) he is unable to prepare his statement of affairs. The 
Official Receiver then nominates an accountant to help the 
debtor and fixes the fee for doing so. This fee is not exactly 
one which would make a leading accountant treat the Official 
Receiver to lunch for the sake of getting the job. It usually 
amounts to about three guineas for work which will probably 
take a week to complete. The accountant should therefore 
look to the debtor’s friends for any surplus fee. 

When the statement of affairs has been completed in draft 
it is advisable, before having it copied, to pay a visit with it 
to the Official Receiver’s examiner dealing with the case and 
obtain his sanction to it. It happens too often that statements 
of affairs are beautifully completed in duplicate, sworn to by 
the debtor at the cost of a 2s. stamp, and then when lodged 
with the examiner are ignominiously rejected as being faulty 
in construction, and have to be altered, recopied and sworn 

ain. 

“erhe examiners are officials whose duty it is to trace the 
history of the debtor, and examine his books and dealings 
with the object of discovering whether he has committed any 
offences under the Bankruptcy Act. Their path is not by 
any means a pleasant one, especially when dealing with 
debtors who conveniently know little about their own business 
or who are capable of giving three different versions of the 
same incident. It will be a great convenience to the examiner 
if you give him a copy of your profit and loss account or an 
analysis showing how you arrived at your figures. 

The examiners are at all times willing to extend the most 
hearty co-operation to the trustee in the tracing of hidden 
assets, and it should be the duty of the accountant to give 
them in return every assistance in his power to lighten their 
rather unhappy and somewhat thankless lot. 

We will again return to the point of the debtor’s surrender. 


Tue SpeciaL ManaGer. 
At this stage also the Official Receiver may have decided, on 
the application of the debtor or the principal creditors, that 
the busiuess is to be carried on. In the event of the business 


being carried on a special manager will be appointed. This 
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person is usually the debtor himself, or some accountant who 
is given leave to employ a technical expert in that class of 
business carried on by the debtor. 

The appointment is made by the Official Receiver, and the 
special manager’s powers and duties are strictly as set out in 
the document appointing him. He is given power to carry on 
the business, but has usually no right to apply for book debts 
or realise assets other than in the course of ordinary trading. 
His term of office comes to an end with the certification of the 
trustee, unless it has been previously terminated by the 
Official Receiver. 


Sprectan Manacer’s Accounts. 

The special manager accounts weekly to the Official 
Receiver on an official form provided for that purpose. 
When sending in the account he has to send at the same time 
a cheque for the whole of his receipts to the Official Receiver, 
and he receives in return a cheque from the Official Receiver 
for his payments and remuneration. 


Tue First MEertine. 

The object of the first meeting is to consider whether or not 
application shall be made to the Court to have the debtor 
adjudicated a bankrupt. (It will be remembered that a debtor 
is not a bankrupt until the Court adjudges him to be such.) 
In the event of adjudication being decided on the meeting 
proceeds with the appointment of a trustee, the fixing of his 
remuneration, and the appointment of a committee of 
inspection. ‘The first meeting is called by the Official 
Receiver for a date not later than fourteen days from the date 
of the receiving order, unless the Court sanctions a later date. 
Only creditors whose proofs are in order are allowed to vote. 
Proofs and proxies must be lodged on the day before the 
meeting. 

The trustee and committee are appointed as the result of a 
majority in value of the creditors voting in their favour. 
The meeting usually resolves that the trustee’s remuneration 
shall be fixed by the committee of inspection. If the 
statement of affairs has been filed the Official Receiver reads 
extracts for the information of the creditors and gives them 
such other information regarding the estate as they may 
require and he may possess, but it would appear that there is 
no obligation on the Official Receiver to do so. The Official 
Receiver at this meeting also usually fixes the amount of the 
trustee’s guarantee bond, which, as you are aware, has to be 
given to the Board of Trade, and is for a sum equivalent to 
the anticipated realisable value of the assets. 

Intending trustees should here be warned that the trustee’s 
remuneration depends on what he is able to realise out of the 
assets of the estate. Many a too sanguine trustee has 
accepted office in anticipation of realising what on the surface 
appears to be a nice nest of eggs, only to find that the debtor 
has already sat on and deserted them. The trustee is merely 
left with the thankless job of burying the dead and is out of 
pocket to the extent of the cost of doing so. He is compelled 
to pay the ——— on his bond, stamp duty on various office 
copies, and sundry other disbursements. Reckoning these 
with the time he has spent examining proofs, &c., he is a very 
sad but a much wiser trustee when the funeral is ended and 
he receives his release from the Board of Trade. 


A Scueme or Composirion. 

It may be that the debtor desires to put forward a scheme 
of composition. The first intimation of this is usually given 
at the first meeting. If the scheme has not yet been 
presented and the creditors so decide, the meeting is 
adjourned for a fixed time. 

The statement of affairs (which, by the way, is rarely, in 

ractice, filed before the first meeting) is filed, and the debtor 
odges particulars of his scheme within four days of such 
filing. The scheme usually provides for payment of costs 
and preferential creditors in full, the appointment and 
remuneration of a trustee, and a composition to unsecured 
creditors. 

The scheme is examined by the Official Receiver and a copy 
thereof is forwarded to each creditor, together with a voting 
letter for use at the adjourned first meeting. 

If the creditors resolve to adopt the scheme by a majority in 
number representing three-fourths in value of all creditors 
who have proved, the debtor is examined by the Official 
Receiver as to his conduct, and the scheme is submitted to the 


Court for approval. Very often, although the creditors are 
willing to accept, the Court will refuse to consent owing to 
some offence against the Bankruptcy Act made by the debtor 
or to the smaliness of the composition. You will note that I 
have for convenience ignored the question of summary cases. 


Taxine Over By THE TRUSTEE. 

The future trustee, having been nominated at the first 
meeting, now takes steps to get his appointment certified by 
the Board of Trade as soon as possible. He first ascertains 
from the Official Receiver the amount of his bond and 
proceeds to obtain the necessary security through a guarantee 
society. The guarantee society will, on application, send the 
cover note direct to the Board of Trade. The premium is 
payable by the trustee, but may, with the sanction of the 
committee of inspection, be paid for out of the estate. 

The trustee can do nothing further until he receives his 
certificate of appointment from the Board of Trade. This 
normally takes two or three days to come through, but in 
urgent cases it may be obtained in 24 hours. 

When the Board of Trade certificate arrives, the trustee 
takes over the estate from the Official Receiver. This is 
done by obtaining possession of the keys of premises, the 
debtor’s books, documents of title to securities, insurance 
policies, Record Book, Estate Cash Book, creditors’ proofs, 
correspondence, &c. There may be an excess of payments 
over receipts by the Official Receiver, and in this case the 
Official Keceiver will require either a cheque or an undertaking 
from the trustee to make good the deficit out of the first 
assets realised. 

The preliminary examination statement should be borrowed 
from the Official Receiver, and should be either copied or 
copious notes should be made thereon, since much valuable 
information regarding the assets is thereby obtained. 

The statement of affairs should by this time have been 
filed, and an office copy thereof should be ordered (an office 
copy of a document is a copy, usually typewritten, which is 
stamped with the Bankruptcy Court oflicial stamp). This 
statement of affairs acts as official notice to the trustee of 
the various assets of the estate. 

Extra copies of the front sheet and statement B, C, F, G, H 
should be ordered. These will be required later by the 
Board of Trade in connection with the first half-yearly audit. 

Two or three office copies of the trustee’s certificate of 
appointment should be ordered. These are invariably required 
for production to banks, &c., as evidence of the trustee’s 
authority over the estate. 

The documents taken over from the Official Receiver may 
include what is known as a ‘Notice to Elect.” This is a 
demand by the owner of property of which the debtor is 
a lessee, that the trustee should adopt the terms of the lease 
or disclaim. The trustee is obliged to deal with this within 
28 days if he wishes to preserve his right of disclaimer. 

Notice of the trustee’s appointment should now be gazetted 
by him and published in one local paper. The process of 
gazetting merely consists in filling up a form provided for the 
purpose and posting it to the Inspector-General in Bankruptcy. 
It then automatically reaches the Gazette. 


Wuere Commirree 1s Not Appornrep at First Mrertina. 

It sometimes happens that a committee of inspection is 
not appointed at the first meeting, and in such a case you 
will remember that it will be necessary for the trustee to 
apply to the Board o? Trade for permission to do certain acts 
for which in the ordinary way the trustee would require the 
sanction of the committee. The Board of Trade in such a 
case usually transfers its functions to the Official Receiver. 
It is often more convenient, however, to have a committee of 
inspection, and for the purpose of having one appointed 
it will be necessary to call a meeting of the whole of the 
creditors. Notice of this meeting must be sent by the trustee 
to the Official Receiver under Rule 244. A certified copy of 
every resolution passed at such meeting must be sent to 
the Registrar of the Court in which the matter is pending 
(Rule 247). If no resolutions are passed, the Registrar should 
still be notified on one of the forms Nos. 48, 49, 50 in the 
Appendix to the Bankruptcy Rules, 1915. ‘ Bankruptcy 
blue paper” should be used for such copy resolutions or 
form. ‘Bankruptcy blue paper” is just ordinary ruled 
aper, demy size, with a wide margin column, and it may 
be at any law stationers. A certified copy of every 
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resolution should also be sent to the Inspector-General in 
Bankruptcy at the Board of Trade. 


REALISING THE EstaTE. 

The trustee should now turn his attention to realising the 
estate. The most easily realisable assets will be, probably, 
the book debts. There is no official form of application for 
these. A letter on the trustee’s ordinary notepaper giving 
notice of his appointment and asking for payment will be 
sufficient. 

At this stage it will be well to call a committee meeting. 
No special form of notice is necessary. The committee is 
usually made up of persons with technical knowledge of the 
trade concerned, and they may be able to put forward valuable 
suggestions for realisation of the stock, &c.. but it will be 
remembered that the trustee can sell without their sanction. 

At this meeting it will be well to have the following 
resolutions passed :— 


(1) That the premium and stamp on the trustee’s 
guarantee bond and renewals thereof be paid for out 
of the estate. 

(2) That the committee of inspection meet at such 
times as may, in the opinion of the trustee, be necessary. 


It will be remembered that in defauit of No. 2 the committee 
must, under sect. 20, meet once a month. 

It will doubtless also be necessary for the trustee to employ 
such agents as a solicitor or auctioneer in connection with the 
realisation of the stock and the collection of certain debts, 
and for this it will be necessary to have the sanction of the 
committee. If it is thought fit the sanction of the committee 
should be obtained at this meeting for the employment of a 
solicitor to represent the trustee at the public examination 
of the debtor, with leave to employ counsel if necessary, and 
authority to obtain copies of all necessary documents for such 
purpose. Sanction of the committee should also be obtained 
for the payment of wages to stocktakers, caretakers, &c. 

It will be remembered that proofs of debt must be dealt 
with by the trustee within 28 days of his receiving them. 
In case of his being unable to admit or reject some of 
these within that time, he should apply to the Court for an 
extension of time. This is a proceeding usually carried out 
by the solicitor, and the trustee should obtain sanction from 
the committee to employ him accordingly. 

It is at the foregoing stage that the trustee has to keep 
well in mind his powers *‘ with and without sanction.” 

The real test of a trustee, and that on which he makes or 
mars his reputation, is in his ability to sell or realise the assets 
to advantage. If a trustee realises a better figure than the 
creditors expect he deserves well of them, and may expect to 
handle the next bankruptcy in which they are interested. 

I may here bring to your notice a little expression which is 
very useful in selling miscellaneous goods. This is comprised 
in the two words “all at,” and means that the goods are sold as 
they are, without any consideration of quantity or condition. 

Another useful expression in selling a business is ‘‘ as viewed 
by you and in their present condition.” 

Both these save no end of grumblingsand claims forallowance 
in respect of quantities short, errors or mis-description likely to 
arise when dealing with ‘‘ sharp” customers. 

For selling an interest in a’life policy the following form of 
receipt will be found useful :— 


Received from A Z the sum of —— pounds for purchase 
of my interest as trustee in the bankruptcy of T B in 
policy No. —— in the —— Life Assurance Company on 
the life of T B and I undertake to execute at the expense 
of the said A Z any documents necessary for vesting my 
interest in him. 


In disposing of leases and businesses it is advisable to have 
the co-operation and advice of a solicitor, and to have contracts 
drawn up by such solicitor. 

The trustee should make it an invariable rule to sign all his 
contracts himself and to read them through carefully first. 

It is, by the way, advisable to be suspicious of all printed 
forms purchased from printers. Printers are not infallible, 
as many trustees discovered when they found forms of proof 
of debt rolling in with ls. stamps attached instead of the 
required 1s. 6d. ones. Similar remarks apply to proxies in 
voluntary liquidations. Some time ago many liquidators 
found that the man with the largest support at the statutory 


meeting of creditors was the ‘‘ Official Receiver in the above 
matter.” This arose through using compulsory liquidation 
forms under the new rule that proxies were to be sent to all 
creditors in voluntary liquidations. 


Securep CREDITORS. 
The question of dealing with securities held by fully secured 
creditors will now almost certainly arise. The main points to 
be borne in mind in this connection are— 


(1) Has the debtor actually received the money from 
the creditor and is the amount still owing to the creditor. 

(2) The value of the security and the circumstances in 
which the security has been given. 


If goods have been deposited as security these should be 
inspected by the trustee or the committee of inspection, and a 
valuation made for the trustee’s information either by the 
committee themselves or a person employed for the purpose 
with their sanction. The rules for taking over the security 
by the trustee ar too well known to you to need any 
remarks from me. 


Private SITrines. 

When the trustee has good reason to believe that some 
person is in possession of information which would be of 
benefit to the estate he may himself or through his solicitor 
apply to the Court to have such person examined on oath. 

This method is a favourite one where it is suspected that a 
person has had a fraudulent preference from the debtor. 
Such person is usually summoned to bring his books. The 
examination takes place before the Registrar, and al' persons 
not directly interested are excluded from the Court or 
Chamber in which the examination takes place—hence 
‘* private sitting.”” The procedure seems to be in law a rather 
un-English one. It amounts to saying to the examinee: 
‘* Look here, friend, I believe you have had a preference from 
the debtor and I am going to go for you, but first let me see 
whether or not I have any chance of success if I do. Show 
me the weak points of your case! ”’ 


Tue Recorp Book. 

One of the first books to be dealt with will be the record 
k. The minuting in this should be precise and not 
longwinded. It is superfluous to record that a resolution was 
proposed by Mr. A. and seconded by Mr. B. It will be 
similarly unnecessary to record that Mr. C. of the committee 
said this or proposed that, or again that Mr. D., another 
member, was so vexed that he let his cigar drop and burned a 
hole in the trustee’s best carpet. The Board of Trade are not 
interested in the former, and will grant no compensation in 
respect of the latter. The entries should read: ‘‘It was 
resolved that——,” or ‘‘ The committee decided that—— ,”’ or 
‘** On the application of the trustee it was resolved that——.” 


Tue Estate Casu Book. 
Beyond warning you that the system on which this is kept 
is so suspiciously like double entry that you may be led into 
the fault of believing it to be so, I need say no more. 


Tue Bankruptcy Estates Account. 

All money received by the trustee should be immediately 
paid into the bankruptcy estates account unless a private 
banking account has been sanctioned by the Board of Trade 
at the request of the committee. Moneys are lodged in the 
bankruptcy estates account in the following manner. The 
trustee fills up a form No. Tr. 5, one half of which consists 
of a receivable order for the Law Courts Branch of the Bank of 
England and the other half a notification to the Board 
of Trade that such a lodgment has been made. The receivable 
order is then sent with the money to the Bank of England 
and the Board of Trade notification to the Assistant Secretary, 
Board of Trade. As regards the latter, the trustee should be 
careful to quote the Board of Trade ledger folio in the space 
provided therefor. The trustee will have been notified of this 
ledger folio by the Inspector-General in Bankruptcy when 
notification is sent the trustee that the balance at credit of 
the Official Receiver’s account has been transferred to the 
disposal of the trustee. Payments out of the bankruptcy 
estates account are made by requisition to the Inspector- 
General in Bankruptcy on various forms which we wil! deal 
with later. 
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Tue Bankrupt. 

We will now turn our attention to the chief actor in the 
drama—the bankrupt. Whilst the trustee is realising the 
estate and dealing with proofs the bankrupt is regularly 
called upon for information, and is obliged to attend and give 
all the explanations which may be required of him. If his 
statement of affairs has been filed he is usually not troubled 
by the Official Receiver until about a month before the public 
examination. He is then called upon to attend at the office 
of the examiner for the object of being privately examined. 
The end which the examiner has in view is the discovery of 
any offences against the Bankruptcy Act which the debtor 
may have committed. The examiner questions the debtor on 
every point which may reveal previously undisclosed assets, 
and at this stage the trustee should give all assistance in his 
power to the examiner. Bankruptcy offences do not interest 
the trustee to any great extent except in so far as transactions 
such as fraudulent preferences are disclosed. If the bankrupt 
has wasted his creditors’ substance in riotous living and the 
examiner proves this to be the case, this fact does not add to 
the assets of the estate, and the trustee accordingly is not 
concerned. 

The information gleaned by the examiners is faithfully 
recorded and is signed by the bankrupt and placed before the 
Official Receiver for use at the public examination. 


Tue Posiic Examination. 

The bankrupt is examined in open Court before the 
Registrar by the Official Receiver. He is thus compelled to 
tell under oath and in public the same tale as he has 
previously told to the examiner. The trustee should be 
present or represented at the public examination in case any 
evidence bearing on the existence of previously undisclosed 
assets is given. Very often for the first time a debtor will at 
his public examination admit having made a. fraudulent 
preference. In this case the notes on the public examination 
should be subsequently borrowed by the trustee and the 
evidence’on the point noted. It may even be desirable to 
obtain an office copy of the evidence. 

After the public examination the debtor retires behind the 
scenes until such time as he decides to apply for his 
discharge. The discharge of the debtor is of no great interest 
to the trustee, except in cases where the debtor is in receipt 
of a very substantial salary or income and the trustee is 
anxious to attach a portion of this salary or income for the 
benefit of the estate, or where there is any question of after 
acquired property. : 

DEALING witH PRoors. 

We will now return to the main thread of our trusteeship 
and assume that all the assets have been realised and the 
proceeds thereof paid into the bankruptcy estates account. 
The next step will be to get all outstanding proofs examined 
and filed. I: will, of course, be remembered that proofs must 
have been dealt with within 28 days of receipt by the trustee 
unless an extension of time has been granted by the Court. 
Probably, therefore, there will only remain a few proofs 
outstanding, and these should be dealt with as speedily as 
possible. It will be remembered that the onus of proof is on 
the creditor to satisfy the trustee, and unless the trustee 
receives satisfactory replies to his questions he is in a position 
to reject the proof. Rejection of proof should be made in 
triplicate on ‘‘ bankruptcy blue paper.” The form of rejection 
is given in No. 63. of the Appendix to the Bankruptcy 
Rules, 1915. One copy of the notice should be sent to the 
creditor, one filed with the proof, and the third retained for 
reference. 

In dealing with proofs it will be found useful to make notes 
in red ink on the back of the proof as to correspondence, &c. 
(e.g., ‘* September 30th, 1924, letter to creditor asking production 
of bills”; ‘*October 2nd, 1924, bills produced, marked, and 
returned’’). Care should be taken to see that the proofs are 
correctly stamped and sworn. 

Another point easy to miss is the security section of the 
proof, i.e., the written part which follows after ‘‘save and 
except the following.’’ In dealing rapidly with hundreds of 
proofs one should watch this section carefully. It will be 
remembered that the proof is in form designed to show the 
gross liability in the amount space, whilst the value of the 
security is estimated further down. 

Before leaving the question of proofs it may perhaps be 
well to draw your attention to the warning contained in that 


very useful circular (Tr. Circular 4), issued by the Board of 
Trade to trustees on their first appointment. This warning 
is very clear as to the duty of trustees not to defer the 
admission or rejection of proofs until after the estate has 
been realised. if the trustee has obtained an extension of 
time for dealing with proofs he may be tempted to leave them 
to attend to what he considers more pressing matters. 


Avupit sy Commirrer or InspEcrion. 

The following is the certificate required by the Board of 

Trade for purposes of audit by the committee of inspection :— 

We, the undersigned, being the members of the 
committee of inspection in this matter (name), hereby 
certify that we have examined the foregoing account with 
the vouchers, and that to the best of our knowledge and 
belief the said account contains a full, true and complete 
account of the trustee’s receipts and payments on account 
of this estate. 

Dated this ——- day of ——, 19 

This should be written in the estate cash book. 

The accounts should be audited by the committee of 
inspection before being forwarded to the Board of Trade for 
audit. It will be remembered that Rule 363 requires an audit 
by the committee not less than once in every three months, 
but Tr. Circular 4 would lead one to believe that an audit 
immediately on the expiry of six months from the date of the 
receiving order will be sufficient. If the committee neglect to 
attend the meeting called for this purpose, which is often the 
case, a note should be inserted in the estate cash book to the 
effect that the meeting was duly summoned but a quorum was 
not present. The transmission of the account to the Board 
of Trade should not be delayed by reason of failure of the 
committee to attend the meeting. 

Where no committee of inspection bas been appointed, the 
accounts, together with the vouchers, should be forwarded to 
the Board of Trade immediately on their becoming due. 


Avpir By Boarp or Trape. 
Tr. Circular No. 4 should be carefully studied in this 
connection. 
The accounts and documents to be sent to the Board of 
Trade on the first audit are as follows :— 

(1) Copy of estate cash book (Accounts No. 2 
commencing with date of trustee’s appointment an 
brought down to a date six months from date of receiving 
order, verified by affidavit of the trustee. Subsequent 
accounts every six months show as opening entries the 
totals of the last account (not the balance forward). You 
will appreciate the value of this for preparing summaries 
of receipts and payments. In this connection there 
would appear to be some difference in procedure. One of 
the Board of Trade forms requires that the balance 
forward must appear on the second and subsequent 
accounts, but in practice no objection is raised to the 
method of bringing forward totals. (The Board of Trade 
retain this copy.) 

(2) Copy of estate cash book (omitti 
Account No. 2B. (This eventually 
Court file.) 

(3) Copy of Official Receiver’s estate cash book. 
is retained by Board of Trade.) 

(4) Copy of Official Receiver’s estate cash book (without 
analysis). (This also eventually goes to the Court file.) 

(5) Office copy of statement of affairs.. Front sheet 
and copy of sheets B, C, F, G and H, showing thereon in 
red ink the amounts realised and explaining the cause of 
the non-realisation of such assets as may be unrealised. 

(6) Trustee’s affidavit (F 188) duly executed. 

(7) Form No. Tr. 13.—Report of trustee on position of 
the estate. 

(8) Request to Board of Trade to charge the estate 
with audit duty. (The rates of audit duty are £1 10s. on 
every £100 or fraction of £100 up to £5,000, and 15s. on 
every £100 or fraction of £100 above £5,000. calculated 
on assets realised after deduction of trading payment 
and payments to redeem securities.) 

(9) Vouchers for account (including allocaturs). 

(10) The Record Book. 
Where there are no receipts and payments an affidavit to 
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er — should be forwarded to the Board of Trade under 
ule 366. 

Care should be exercised in the setting out of vouchers.. 
Receipts should contain as much detail as possible, whilst 
superfluity and ambiguity should be avoided. Where the 
nature of a payment is not clear from the receipt a short 
explanation should beattached. This avoids much subsequent 
correspondence with the Board of Trade. - For instance, the 
Board of Trade are very anxious-to be sure that you have not 
been joyriding around the West End at the expense of the 
estate, and accordingly instead of calling an entry ‘‘ cab fare”’ 
it should be explained ‘‘cab fare to Court with books.” This 
will limit your journeyings in the doubtful luxury of a cab on 
behalf of the estate to as few necessary trips. 

Again, if you by an oversight charge remuneration on the 
rebate of an unexpired insurance premium, which insurance 
was originally taken out by the Official Receiver after the 
receiving order, such remuneration will be promptly disallowed. 

From these two examples you will readily observe that 
the Board of Trade audit is very detailed and very efficient. 


Drvipenps. 

You will remember that under sect. 62 of the Act the 
first dividend must be declared and distributed within four 
months of the first meeting, and subsequent dividends at 
intervals of not more than six months, unless the trustee 
satisfies the committee of inspection that there is sufficient 
reason for postponing the declaration to a later date. 
A memorandum of the latter should appear in the record 
book. (In small bankruptcies Rule 298 (12) extends the 
time for the first dividend to six months, whilst Rule 298 (13) 
recommends that; where practicable, the estate shall be 
distributed in one dividend.) 

The method of declaring a dividend will be so well known 
to you that I need here only refer to the particular forms 
involved. These are— 

Form 172.—Notice to creditors of intention to declare. 

Form 200 (12).—Notice of intended dividend for gazetting 
(dividend should be declared within two months of 
the date of this notice). 

Form 175.—Notice to creditors of declaration of dividend. 

Form 169.—Statement of trustee’s receipts and payments 
to accompany Form 175. 

Form 200 (13).—Notice of dividend for gazetting. 

Forms 200 (12) and 200 (13) may be obtained from the 
Board of Trade on application. 

Form 172 is usually typewritten on the trustee’s letter paper. 

Forms 175 and 169 are generally printed on blue paper by 
the trustee’s own printers at the expense-of the estate. 

In compiling Form 169 you will of course keep in mind 
the little rule about deducting the stamp on petition (£5) 
and the petitioning creditor’s deposit (£6) from the law 
costs of petition and showing the deposit as a deduction 
from the realisations and the stamp under Board of Trade 


Application to the Board of Trade for dividend cheques is 


Applications to the Inspector-General in Bankruptcy 
for payment of trustee’s disbursements are made on 
Form No. Tr. 9. Applications for cheques for payment of 
trustee’s other expenses are made on Form No. Tr. 7, also 
to the Inspector-General. 

Where a trustee distributes an estate without reserving for 
outstanding costs or preferential creditors he will be held 
personally liable therefor. He will also be personally liable 
to any unsecured creditors who have been excluded from 
dividend by reason of failure on the part of the trustee to 
send them the necessary notices. In posting notices care 
should be taken to see that they are properly noted in the 
postage book. In addition to the safeguard this gives, it is 
at times necessary to make an affidavit that certain notices 
have been posted. 


REvEASE oF TRUSTEE. 

The circumstances in which a trustee is entitled to release 
are set out in Form No. 195 of the Appendix to the Bankruptcy 
Rules, 1915, and you should refer to this. The procedure 
for obtaining release may be found in any good book on 
bankruptcy, and I need in this case also only refer to the 
forms used. These are as follows :— 

Form 194.—Notice of intention to apply for release 
(to be sent to every creditor who has proved and 
to the bankrupt). 

Form 169 (our old friend of the £5 stamp and £6 deposit) 
to accompany Form 194. 


The following must subsequently together be sent to the 
Board of Trade :— 

(1) Form 195.—Application for release. 

(2) Form 200 (11).—Notice of release of trustee for Gazette. 

(3) Form 53.—Affidavit of postage of Forms 194 and 169 
‘to creditors and bankrupt. 

(4) Form Tr. 4.—Request to Board of Trade to charge 
estate with release duty. 

(5) Form Tr. 14.—Certificate as to leasehold property. 

(6) Accounts to Board of Trade for audit. 


ConcLvsion. 

And now it only remains for me to thank you for the 
patience and kind attention with which you have listened 
to me this evening. You will have noted that my paper has 
been addressed altogether to students with a theoretical but 
not a practical knowledge of bankruptcy. There are many 
important points I have omitted, but I am sure there are certain 
members of my audience whose experience of bankruptcy is 
far greater than mine, and on these ladies and gentlemen 
I rely to fill some of the gaps which I have been forced to 
leave by pressure of time, and, let me add, in some cases 
lack of knowledge. 


Discussion. 


The Cuarrman: The meeting is now open for discussion, _ 


made on Form No. 170. This should be accompanied by an 
office copy of the list of proofs filed. 


Fina Drivienp. 
Before declaration of final dividend it should be ascertained 
that the following are either paid or reserved for :— 

(1) Costs. (Reference here to Rule 117 will help as a 
reminder of any costs which may have been omitted.) 
It is advisable to write to the Official Receiver inquiring 
if he has any further costs of which you have not had 
notice, or which have not yet been paid. Particular 
attention should be given to the following: Taxed costs 
of petitioner, costs of preparing statement of affairs, 
charges of shorthand writer, trustee’s disbursements, 
trustee’s remuneration and committee’s out-of-pocket 
expenses, tax on trustee’s trading profits (if any), rent, &c., 
incurred by trustee during his occupation of premises. 
Reserves for closing expenses‘should be made to cover 
release duty, further audit duty, notice of release, affidavit 
fee and stamp on trustee’s final account, affidavit fee and 
stamp on postage of release notices, postages, forms, 
expenses of returning books to Court, income tax deducted 
from loan interest, &c. 

(2) Pre-preferential creditors. 

(3) Preferential creditors. 


and I would ask you not to feel yourselves limited to points 
arising on the particular paper which has been read. You 
may put any legal questions you like to the Lecturer, and 
I have no doubt Mr. Mahony will answer them. Anyone who 
has had any bankruptcy experience, and I think most of you 
have—I infer no double entendre—(laughter)—anyone who 
has had any experience of the subject, I hope, will give us 
the benefit of it. It is always very interesting to hear the 
particular problems that have occurred in connection with 
practical cases. I could fire off 40 questions which would 
be interesting to myself, but probably they would bore you. 


Mr. H. Rose: Before I put one or two points I should 
like to say that the Lecturer has rather belittled his efforts 
in delivering the lecture, because, as you, Sir, bave said, 
it has been a very comprehensive guide as to bankruptcy 
procedure. There was one point he mentioned that I did 
not quite know before—not that I can claim to know very 
much on the subject. I was not aware that it was necessary 
to send a notice of every resolution of the committee of 
inspection to the Board of Trade.” Another point was this: 
The Lecturer rather ran down (may I say it without offence ?) 
the wav in which a private examination is taken. From the 
trustee’s point of view, especially if the assets are small, it is 
of great importance, because unnecessary litigation may be 
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started, and, if unsuccessful, that would mean payment of costs 
on both sides. As to personal liability, I think the most 
important thing to which a trustee must see, is that he has 
provided for every possible expense before paying dividends, 
otherwise he will be in the very unfortunate position of 
having to pay money out of his own pocket. 


Mr. Manony: As regards sending a copy of every resolution 
to the Board of Trade, I think you must have misheard me. 
Where you hold a “full dress” meeting of creditors, a copy 
of every resolution of such meeting of creditors (not of a 
meeting of the committee) must be sent to the Board of Trade. 
As to the private sitting, my intention was to compare the 
procedure under bankruptcy with the ordinary procedure 
in a Court such as the King’s Bench, where a defendant in an 
action is not compelled to altogether ‘‘show his hand” until 
such time as the case comes on for hearing. In bankruptcy 
the great probability is that a private sitting will be followed 
by a Court action against the particular examinee, and the 
evidence which had been taken at the private sitting will be 
used against the defendant. 


Mr. 8. E. Srraxer: One interesting point is that, where 
the trustee obtains the bond through the agency of himself 
or his firm, he is not allowed to retain the commission. 
The members of the committee of inspection must be people 
capable of holding a general proxy. This rules out a large 
number of London agents of provincial firms, because 
the majority of these are paid by commission only. Where 
they are not in receipt of salary, they are not qualified to 
hold a general proxy. I understood the Lecturer to say 
that it was necessary to obtain a majority of three-fourths in 
value only of the creditors, but I believe it is necessary to 
have a majority in numbers as well. Another point which 
occurs to me is this: The telephone authorities have a 
habit of sending in their proofs without a stamp on them. 
Could the Lecturer say whether they are exempt or not? 
There is some doubt in my mind on the point. Then with 
regard to forms, it may be of interest to state that those for 
the statement of affairs are given to the debtor, in duplicate, 
by the Official Receiver, the ‘‘Tr.” forms may be obtained 
from the Board of Trade, but the remainder have to be 
purchased at a law stationers. 


Mr. Manony: I am very much obliged to Mr. Straker for 
his remarks. He has certainly contributed some very useful 
points which I omitted. As regards the question of a majority 
at the first meeting, I think I must have been again misheard. 
Of course, a majority in the ordinary way is a majority in 
value of all present in person or by proxy, but where a special 
resolution is necessary you require a majority in number 
representing three-fourths of all who have proved, whether 
they vote or not. Those who do not vote are counted as 
voting against the special resolution. I am sorry I cannot 
quote the Post Office authority for not stamping proofs. 

Note.—Post Office Act, 1908 (8 Edw. VII, chap. 48, 
sect. 38), exempts Post Office from stamp duty. 


Mr. W. R. Witpripce: I have had some little experience in 
bankruptcy cases, and I am quite sure this lecture will be 
of great interest and extremely useful to those who have the 
misfortune to come into real contact with bankruptcy work. 
There are just two points I would like to mention while I am on 
my feet. ‘The first is that I have always noticed that collectors 
of taxes, when they send in proofs against an estate, never 
stamp them. The other point is in regard to preferential 
claims. It often happens that a trustee, when he is appointed, 
is worried to a very large extent by the employees of the debtor 
for arrears of wages. Some of the letters and applications 
are of a very pathetic character, because these people, in 
consequence of the bankruptcy. become hard up. Although, 
however, the trustee may be very sympathetic towards the 
employees, he must be very careful before paying them arrears 
of wages to see that he has sufficient assets to provide for his 
constant charges, and particularly his own remuneration. 
(Laughter.) I thought I would like to mention that point, 
because it is very often forgotten by those who are appointed 
trustees of an estate. 


A vote of thanks to the Lecturer, proposed by Mr. Porrirr 


. and seconded by Mr. Mears, was carried unanimously, and, 


as usual, the Chairman was thanked for presiding. 


Netucastle-on-Cyne and 
of Incorporated Accountants. 


DINNER AT WEST HARTLEPOOL. 

Members of the Newcastle-on-Tyne and District Society 
of Incorporated Accountants were entertained to dinner at 
the Grand Hotel, West Hartlepool, on January 16th, by 
the Vice-President (Mr. T. R. G. Rowland). Amongst those 
present were Mr. Alderman T. F. Thompson, Mr. Alderman 
J. Boanson, Mr. Councillor R. Coleman, Mr. Councillor A. 
Hyde, Mr. Councillor W. Robinson, Mr. Councillor A. H. 
Cross, Mr. Ley Chalton, Mr. McGoverne, Mr. Wood, Mr. M. 
Harrison, Mr. Moore, Mr. J. H. Smith, Mr. J. W. 
Armstrong (Newcastle), Mr. A. J. Ingram, Mr. W. Hughes, 
Mr. W. McKenzie (Sunderland), Mr. H. Hodgson, Mr. W. 
Wallace, Mr. B. Denton; Mr. Peddie, Mr. G. Raine, 
Mr. Peverell, Mr. W. Groves, Mr. A. Sulton, Mr. A. M. White 
(Newcastle-on-Tyne), the Rev. M. 8. Maclean, and Mr. J. 
Telfer (Newcastle-on-Tyne), Hon. Secretary and Treasurer. 
After the loyal toast had been honoured Mr. Rowland said 
his object in inviting a few friends, apart from their own 
members, was to cement the feeling among the kindred 
societies, so that when any reforms were contemplated all the 
institutes might support each other and so enhance the 
fulfilment of the objects in view. The eventful days of 
individualism in obtaining Parliamentary and other reforms 
were fast passing away, but there were silver linings in the 
winter clouds of their discontent. It was just 25 years ago 
since Sir James Martin, a household name in their profession, 
intimated to him that he had emanated from the * Harbour 
of Refuge”’ into the ** Haven of Rest.’ (Laughter.) Students 
would find that education without character was a very poor 
thing indeed, and to all his student friends he would strongly 
recommend the principle of ‘ working to plan and planning 
to work.” 

Referring to the kindred institutions, he remarked that they 
had first of all the Institute of Chartered Accountants, repre- 
sented by Mr. B. Denton. Secondly, they had the Institute of 
Municipal Accountants, represented by Mr. R. D. Lambert, the 
Borough Accountant, who occupied the presidential chair of that 
important body. He congratulated him on the high honour 
he had attained. So far, the ratepayers generally did not 
seem to know when they had a prophet in their own country— 
except perhaps when the officials’ salaries were revised, 
and then they were ‘‘unwept and unsung.” (Laughter.) 
Thirdly, they had the Law Society, who were often referred to 
as the sister society—and here they had Mr. M. Harrison, sen., 
and Mr. J. H. Smith, ‘‘ the alpha and omega of the law.” 
Fourthly, there was the Institute of Banking, well represented 
by Mr. McGoverne of the National, Mr. Wood of Lloyd’s, and 
Mr. Moore of the Yorkshire Penny Bank. They were always 
willing to ‘‘lend a helping hand in deserving cases.” 
(Laughter.) Lastly, there was represented the ‘‘ baby of the 
port’’—the Rotary—whose interests in the hands of Mr. 
Alderman Boanson were well sustained. 


Address on ‘‘The Evolution of Companies.”’ — 

Mr. Alfred Palmer, A.S.A.A., Glasgow, gave an address on 
‘The Evolution of Companies,” and commenced by remarking 
that the advantages which resulted from the capital and 
labour of several persons for the purposes of carrying on 
business enterprise was quite obvious to all of them living 
in a complex industrial age. As society had progressed 
man’s wants had increased, and the result had been more 
extensive and intricate transactions. 

To show the growth of joint stock enterprise, he mentioned 
that in 1885 on the English and Scottish registers there were 
roughly 9,000 companies with a paid-up capital of roughly 
£482,000,000. By 1923 the total number of companies had 
grown to 89,000 with a total paid-up capital of £4,265,000,000, 
quite apart from untold millions of debentures. No fewer 
than 77,000, or 86 per cent., of these companies were private 
concerns; of the 8,000 companies registered in 1923—the latest 
figures available—94 per cent. were private companies. 

It was difficult to say what changes there would be in 
company law, but many things would probably happen in 
the near future. The history of limited liability companies 
showed that if legislation had followed in the wake of the 
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industrial progress it had also, by promoting public confidence, 
helped to accelerate it. 

Mr. W. McKenzie moved and Mr. W. Hughes seconded a 
vote of thanks to Mr. Palmer. 

Mr. Roger D. Lambert, in supporting, expressed satisfaction 
at the harmonious relations existing between the kindred 
societies, and claimed that the municipal accountant had a 
wide range of accountancy matters to deal with. 

Mr. M. Harrison also supported the vote of thanks, which 
was carried with acclamation. 


istrict Societies of Incorporated 
Accountants. 


BRADFORD AND YORKSHIRE. 

The Bradford District and Yorkshire District Societies of 
Incorporated Accountants held an instructive and interesting 
joint meeting at the Church Institute, Leeds, on January 13th. 
The meeting took the form of a Mock Meeting of Creditors. 
The Bradford members having prepared the statement of 
affairs, the members of the Yorkshire District Society acted 
as the creditors; the part of the two debtors was taken by 
Mr. H. Addison (Bradford) and Mr. A. Waddington (Bradford), 
that of their accountant by Mr. H. B. Williamson (Bradford), 
and of their solicitor by Mr. H. Chapman (Bradford). 
Mr. H. Reynolds, F.S.A.A., of Bradford, who occupied the 
chair, explained that the objects of the meeting were to enable 
those accountancy students who had not the opportunity of 
attending meetings of creditors in the course of their training 
to become acquainted with the actual methods adopted. 
All the names used were, of course, fictitious, and the 
statement of affairs, which was entirely imaginary, was 
discussed at length. The debtors and their accountant 
were called upon for considerable explanations as to the 
assets and the deficiency. It was eventually decided that 
the meeting be adjourned to enable two accountants, 
representing the largest creditors, to investigate the position 
further, particularily with regard to the debtors’ private estate. 


MANCHESTER. 


Lecture By Proressor G. W. DanreLs on 
‘* Economic THrEory.’’ 

At arecent meeting of this Society, Professor G. W. Daniels, 
M.A., M.Com., Dean of the Faculty of Commerce in 
Manchester, delivered a Lecture on ‘The present-day 
importance of economic theory.’”” The President, Mr. Robert 
Heatley, F.S.A.A., occupied the chair. Professor Daniels 


_ considered it fairly safe to say that a stage had now been 


reached when no fundamental changes were likely in the 
main body of economic theory. He thought it could 
be said that the main foundations of economic theory, 
as now accepted and presented by reputable economists, held 
good for the past and would continue to hold good for the 
future, whatever changes might occur in the organisation of 
economic society. What he had in mind, of course, was those 
principles upon which were based the generalisations known 
as the laws of supply and demand, with many of their 
implications and corollaries. They were laws as fundamental 
in human society as were some of the laws of the physical 
universe. But economic theory, though it could provide a 
light wherewith to distinguish between the practicable and the 
impracticable, would not enable us to distinguish between 
what was desirable and what was undesirable, Professor Daniels 
continued. Practicability in economic affairs was limited by 
the operation of fundamental principles, and upon questions 
of practicability agreement ought to be possible. But 
desirability was determined for the individual by all sorts of 
influences, worthy and unworthy. By confusing practicability 
and desirability people were led to pursue ends incompatible 
with each other. Thus, to consider it desirable that reparations 
should be received might be just and fair, but we found that the 
sections of the press and public opinion which in all the allied 
countries were most clamant for reparations were those which 
in the same breath expressed the greatest aversion from 


receiving the goods in which mens must be paid. In 
the matter of international e, again, it was considered 
desirable that our industries should expand, and at the same 
time that we should ourselves produce things which we were 
fetching at present from abroad. These objects might be 
desirable, but the limit of practicability in this direction was 
very soon reached. So with the problem of agricultural 
expansion, for if our agriculture expanded our manufactures 
must decline. 


SOUTH WALES AND MONMOUTHSHIRE. 

A meeting of this Society was held at Newport on January 
15th, when Mr. F. J. Alban, F.S.A.A., formerly Secretary 
and now Consulting Accountant to the Welsh National 
Memorial Association, read a paper on ‘‘ Hospital Accounts.”’ 
The chair was occupied by Mr. John Allcock, F.S.A.A., City 
Controller of Cardiff, and among those present were Mr. 
W. J. Rogers and Mr. N. Hillman, of the Pontypool Hospital, 
and Mr. Robert Kochs and Mr. Beynon of the Abertillery and 
District Hogpital. The Lecturer dealt in some detail with the 
various principles governing the compilation of hospital 
accounts, and submitted draft schemes of hospital books and 
forms, which he explained in detail. He urged the necessity 
of adequate control and organisation of expenditure as well as 
of income, and that the former was equally important to the 
latter in hospital administration. In concluding his paper 
Mr. Alban paid a tribute to the work being done by Sir William 
Diamond in connection with the Royal Infirmary, Cardiff, and 
by Sir Garrod Thomas at the Royal Gwent Hospital, Newport, 
and also to the labours of the Management Committee of the 
Abertillery and District Hospital and other similar institutions. 
The meeting closed with a vote of thanks to the Lecturer for 
his paper. 


CarpirF Stupents’ Section or Sour Wa.LEs AND 
MonmovurTHsHire Socrery. 

A meeting of this Students’ Section was held on January 22nd, 
Mr. A. Perey Horton, A.S.A.A., presiding. A lecture was 
delivered by Mr. Tudor Davies, A.S.A.A., Cardiff and 
Bridgend, on ‘‘ Converting a business into a Private Limited 
Company.’’ The lecturer dealt with the matter from the 
point of view of the advice to be given by a practising 
accountant to his clients, and particularly in regard to the 
following points :— 

(1) The reasons for wishing to convert the ownership 
of a business into that of a private limited company. 

(2) The advantages and disadvantages of conversion. 

(3) The cost. 

(4) The procedure to be carried out. 

Under heading (4) ‘‘the procedure to be carried out,’’ 
reference was made to the effect of the transfer of the 
registered office of a company from England to Scotland or 
Northern or Southern Ireland, and the steps to be taken in 
connection therewith owing to the law of those countries 
differing in some degree from the existing law of England. 
It was pointed out that of the companies formed in recent 
years, private companies were easilyin the ascendency. In 
the year 1921, nearly 6,000 private companies were formed, as 
against approximately 400 public companies. 

The lecture was followed by a discussion, and the meeting 
concluded with a hearty vote of thanks to Mr. Davies. 


AUDITORS FOR FRIENDLY AND PROVIDENT 
SOCIETIES. 

The Ministry of Commerce for Northern Ireland has appointed 
the following Incorporated Accountants to act as public auditors 
for Northern Ireland for the year ending December 31st, 1925, 
under the provisions of the Friendly Societies Act, 1896, and 
the Industrial and Provident Societies Acts, 1893 to 1913, 
viz: Mr. Frederick Allen, Portadown and Omagh; Mr. James 
Baird, Belfast; Mr. Norman Booth, Belfast and Lurgan; 
Mr. D. Tilfourd Boyd, Belfast; Mr. Hugh Boyd, Belfast, 
Newry and Londonderry; Mr. James Boyd, Belfast and 
Portadown ; Mr. W. H. Brandon, Belfast, Omagh, Londonderry 
and Ballymena; Mr. J. C. Loughridge, Dublin; Mr. Charles 
Magee, Belfast; Mr. J. Howard Wilson, Belfast and London- ‘ 
derry; and Mr. J. S. White, Belfast. 
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Agency. 


A Lecture delivered to the South Wales and Monmouthshire 
District Society of Incorporated Accountants by 


Mr, CAREY EVANS, M.A., D.C.L.. 
Barrister-at-Law. 


Mr. Evans said: Mr. Alban, when writing to ask me to 
give this lecture, enclosed some copies of examination papers, 
and, thoughtfully enough, the correct answers set out 
immediately below the questions to indicate the scope of the 
studies of candidates for this Society in the realms of law; 
I have chosen as my subject a topic which is not specifically 
a subject upon which the examination is set, but, so it 
seems to me, one which permeates almost all the subjects 
which are specified. 

Without an adequate appreciation of the law of agency it is 
impossible to understand commercial or mercantile law, or 
partnership, or company law. A company, indeed, from its 
very nature cannot act otherwise than through an agent; 
every active partner is an agent for his firm for certain purposes, 
and the common law is for ever vexed with questions of the 
liability of a principal on his agent’s contracts and for his 
agent’s wrongs. 

For these reasons I have chosen the law of agency as my 
subject this evening. I cannot, of course, hope to do more 
than give you an outline of the subject; the fact that there 
are to be found in the new Digest of British Case Law well 
over 3,000 reported cases on this subject alone, together 
with references to countless other reported decisions affecting 
the principles of agency, should be sufficient to prove to you 
that it is not easy to give an exhaustive account of the 
matter within the space of one short hour. 

Lord Herschell has declared that ‘‘no word is more 
commonly and constantly abused than the word agent,’ and 
he points out that the word is used in a popular sense without 
its full legal significance. It is therefore necessary to begin 
with a definition of the word, and I adopt that of Bowstead: 
‘* An agent is a person having express or implied authority to 
represent or act on behalf of another person, who is called his 
principal.” I think that, to be perfectly accurate, we must 
add ‘‘and accepts that authorisation.’’ For the general rule 
is that the contract of agency essentially requires the 
consensus of both parties (Markwick v. Hardingham, 43 L.T., 
647). I know of no circumstances in which an agent can 
become such without his own consent, though, as I shall 
have occasion to point out later, there are cases in which 
the principal can hardly be said to consent. 


Imptiep AUTHORITY. 

The definition of an agent declares that an agent may 
authorised expressly or impliedly. Express authorisation 
may be by deed, writing, or merely by word of mouth, subject 
only to this, that to authorise another to enter into a deed on 
my behalf I must give him that authority by deed. Where 
the authorisation is express, and so far as it is express, there 
can be little or no difficulty in discovering just what it is 
that the agent is authorised to do; it is merely a question of 
the construction of written documents or the interpretation of 
a phrase. For example: the directors of a company under the 
Companies Act have their authority expressed and. defined in 
the Articles of Association of the company, which show what 
they may do on behalf of the company, and what not, what 
sorts of contracts they may make and what not, whether and 
how far they may pledge the credit of the company. Similarly, 
a power of attorney defines with precision the extent of the 
authority thereby given. 
Where, however, authority is only to be implied, it is 
almost invariably a difficult question to determine whether 
and to what extent the authority must be implied. Generally 
speaking, every express authority carries with it the implied 
authority to do all things necessary for the effective carrying 
out of the express instructions, and where an agent is given 
express instructions it is implied that he is authorised to 
carry them out in the ordinary way of his business. But 
authority may be implied merely from the position of the 
parties, even in cases where there is no express authority at all. 


firm’s business, subject, of course, to any contrary provisions 
in the partnership deed. Again, a wife, living with her 
husband, has his implied authority to pledge his credit for 
household commodities; similarly, a servant has implied 
authority to protect his master’s property, as best he can. 
I mentioned just now that there were some cases where the 
agency may exist without the consent of the principal; in 
the cases to which I have now referred, the consent of the 
principal is implied by law from the conduct or the position 
of the parties, but may be revoked by the principal. But the 
law goes much further than this in recognising what is 
called ‘agency of necessity’’; for in that agency the principal 
is or may be quite averse to the agent having his authority, 
and may, indeed, do all he can to prevent it; for example, a 
wife who is living separated, by mutual consent, from her 
husband has, unless she receive an allowance from him, or 
from some other source, his irrevocable authority to pledge 
his credit for necessaries, and he is powerless to prevent it 
(Johnson v. Sumner, 27 L.J.Ex., 341). Then, again, in cases 
of emergency, it may be that in the interests of the principal, 
though without his consent, the law will make a stranger his 
‘‘agent of necessity.”” For example, a railway company had 
some very perishable fruit on rail when a railway stoppage 
occurred ; in the particular circumstances of the case it was 
impracticable for the company to communicate with the 
owner of the fruit, so they sold it on his behalf to the best 
advantage in the'circumstances. In return for their kindness, 
the fruit merchant brought an action for conversion against the 
company, whose defence was that they had sold the goods, 
not against him but as his agent of necessity, and that 
defence succeeded (Sims v. Midland Railway Company, 
107 L.T., 700). Similarly, a master of a ship may in an 
emergency become the agent of necessity of either the 
shipowner or the owner of the cargo, or both. 


Estorre. 

There is a most important doctrine to which I must now 
refer, though I shall speak of it at greater length later on. 
It is the doctrine of agency by estoppel. In the minds of 
students it is strangely confused with implied agency, to 
which I have just referred. It is, however, essentially a 
different thing. It is a part of the ordinary common law 
principle of estoppel by representation. It is based on the 
principle that when one person holds out another as his agent, 
or represents him to be his agent, or permits him to represent 
himself as his agent, that person shall not be allowed in a 
court of law to say: ‘I gave him no authority.” Estoppel is 
really a rule of evidence. I hope I have made clear the 
distinction between implied agency and estoppel. In the former 
case the law says to the principal ‘‘ You did in fact authorise 
him to do this, although it is true that you did not do so in so 
many words.” In the latter case the law says: ‘It is true 
that you never authorised him to do this, it is true that you 
forbade him to do it, nevertheless by your conduct you have 
led other people to suppose that he was your agent, and 
you are not going to be allowed now to say that you never 
authorised him.” 

Estoppel only arises where in fact there was no authorisation 
express or implied. I will give but one example now of the 
practical application of thie rule. Suppose a husband allows 
his wife to pledge his credit, and pays some of the bills thereby 
incurred. He then adopts a new domestic arrangement, and 
pays his wife an adequate allowance for the purchase of 
domestic requirements and forbids her to further pledge his 
credit. She has no longer his express authority to do it; 
and she has no implied authority to do what she is forbidden 
to do, yet, if she goes to those same shops, and does pledge 
his credit, she thereby renders her husband liable; for he is 
estopped from denying that she was his authorised agent. 
He must take care to let these tradesmen know that his 

ent’s authority has been withdrawn (cf. Drew v. Nunn 
(1879) 4 Q.B.D., 661). 

The example I have just given, and indeed the whole law 
relating to the liability of a husband on contracts made by his 
wife, is part and parcel of the ordinary rules of agency and not 
the subject of any special or peculiar law. 


RatIricaTIon. 
I now come to the last way that I shall mention in which 
the relationship of principal and agent may be constituted. 


For example, a partner has implied authority to enter into 
contracts on behalf of his firm in the ordinary course of that 


It is by ratification. This is only applicable in a case when a 
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person purports to act as the agent of another (not necessarily 
disclosed) existing and ascertainable person, who has in fact 
given him no authority whatsoever, or an authority which 
does not extend to the particular act in question. In such a 
case the principal may subsequently ratify and adopt the 
transaction, and if he does so with the full knowledge of 
the cireumstances surrounding the transaction and within a 
reasonable time, and before any third party is prejudiced, the 
effect of ratification is retrospective and the transaction is 
treated in every respect as if it had been originally authorised. 
There is a very wel! known case which illustrates this 
principle. The captain of a British war vessel was patrolling 
off the African coast, and acting on his own initiative and 
with no authority to do it, he went ashore and destroyed the 
slave-trading establishment of a Spanish subject. The latter 
promptly brought an action in the British Courts for damages, 
and the Government of the day at once ratified the action of 
the British captain, heaped commendation and medals upon 
him, and adopted his action as their own. The captain’s 
successful defence was that he was acting as agent for the 
British Government, and that the act complained of was an act 
of State for which no action would lie (Buron v. Denman 
(1848) 2 Ex., 167). 

But ratification is only possible in a case in which the 


principal might, had he so minded, have authorised the act, 


in the first place. Thus a company cannot ratify a contract 
professedly made on its behalf before it came into existence. 
The would-be agent remains personably liable, although 
the company purport to ratify the contract the moment it 
comes into existence (Kelner v. Baxter 15 L.T., 213). 

I have dealt so far with the various ways in which the 
relationship of principal and agent can be established. 
Anyone with capacity to contract can authorise another to 
act on his behalf to the extent of his capacity. Any one may 
be authorised to act as an agent, even a child or a lunatic. 
In a case against the Great Western Railway Company, the 
company by way of defence relied upon certain conditions 
under which the lost or damaged goods had been carried. 
These conditions must by statute be both reasonable and 
signed. The plaintiffs averred that the goods had been 
handed to the railway company by their carter, who was an 
illiterate man, quite unable to read, and they said that he 
was incapable to the knowledge of the defendants from 
understanding the terms on which the company were willing 
to carry the goods. It was, however, held that it was quite 
immaterial to consider all these points; it was enough that 
the plaintiffs themselves could read, for it is the capacity of 
the principal that matters, the capacity of the agent is 
altogether irrelevant (Foreman v. Great Western Railway 
Company, 38 L.T., 851). 

We must now pass on to consider other aspects of the law 
of agency. We shall have to consider the relations between 
principal and agent, between principal and third parties, and 
finally between the agent and third parties. 


Reuations BerweEeN Principal AND AGENT. 

In general we may say that the duties of a principal towards 
his agent are to pay him his fees or commission, to reimburse 
and indemnify him in respect of all expenses incurred in the 
course of the agency (except where incurred through his 
own default) and sometimes to account to the agent. 

All these matters necessarily depend on the terms of the 
contract of agency, the provisions as to payment and 
expenses and the like would normally be express, forming as 
they do the basis of the contract. But in the absence of any 
express terms the agent has a right at law to his fees, 
reimbursements and indemnity, this right being founded on 
an implied contract, for the law assumes that where a man 
employs another he intends to pay him for his work. In the 
absence of express provision, the amount of the agent’s 
remuneration will be what the law considers reasonable ; 
what is reasonable will depend naturally enough on the 
nature of the agency, and the amount of remuneration and 
expenses usually paid in the particular business or profession. 

An agent has, speaking generally, a lien over the moneys 
and properties of his principal, which come into his hands, to 
secure the payment of moneys due from the principal ; he has 
also a right to set-off against any moneys due to the principal 
any amount which the principal owes him. 

The agent’s duties to his principal cannot be so easy 


but his duty here depends upon the common law principle of 
consideration. A volunteer is under no compulsion or legal 
duty to perform what he has promised or undertaken to do; 
if he does it and does it negligently he may render himself 
liable to damages, but for mere non-performance he is not 
liable. Will you be good enough to bear in mind that when 
I speak hereafter of an agent I do not, unless I particularly 
mention him, include the kind gentleman who is so fond of 
meddling with other people’s business purely for his own 
amusement ? 

An agent is bound to carry out the lawful instructions of 
his principal, and when the instructions are not specific to 
act in accordance with the reasonable usage of his profession 
or business, and to exercise his discretion to the best of his 
ability bond fide in the interests of the principal. Thus an 
agent for sale must sell for ready money if that is the custom 
in his profession, while if there is a custom to accept a cheque 
or give credit he may do so in the absence of express 
instructions to the contrary. Thus a stockbroker must sell 
shares for cash; that is the ordinary course of business on 
the Stock Exchange (Wiltshire v. Sims (1808) ; 1 Camp., 258). 
An auctioneer, however, may take a cheque by way of deposit 
»in accordance with the usual practice of auctioneers. A house 
agent who is instructed to find a purchaser for a house is not 
entitled to enter into a contract of sale with the would-be 
vendor. He must submit the offer to his principal and await 
his specific instructions, for such is the ordinary practice of 
house agents. 

An agent must keep the moneys of his principal separate 
from his own and from that of third parties; he must always 
be ready and willing to provide correct accounts of all his 
dealings and transactions in the course of his agency. But 
accounts settled between principal and agent will not be 
re-opened unless there is proved to be some fraud. The agent 
must allow the principal or anyone by him appvinted to 
inspect the principal’s property in the agent’s possession or 
control, and on request hand over to the principal all the 
money and property of the principal in his possession, subject 
always to the right of lien and set-off to which I have already 
referred. 

Every agent must use due care and diligence in the 
performance of his duties as agent. By due skill is meant 
such skill as is usual or necessary in or for the ordinary or 
proper couduct of the business or profession or for the 
performance of the duties undertaken by him. I mentioned 
just now that even a volunteer may render himself liable for 
acting without due care, but the standard of care, skill and 
diligence required of him is not so high as that of an agent 
for reward. The volunteer is only expected to show in the 
conduct of his principal’s affairs the same skill as he in fact 
possesses and the same care as he in fact displays in the 
management of his own personal affairs, unless indeed he 
expressly declares that he is specially qualified or skilled. 

An insurance broker is employed for reward to effect a 
certain insurance. It is his duty to insert all the usual 
clauses in such a policy. Similarly a patent agent is bound 
to know the law relating to the practice of obtaining patents. 
(Lee v. Walker [1872} ; L.R., 7; C.P., 121.) 

On the other hand, a general merchant undertook without 
reward to forward a parcel of his friend’s goods with his own. 
He entered the two parcels erroneously under a wrong 
denomination and the goods were seized. He was held to be 
under no liability, as he used the same care of his principal's 
goods as he did of his own. (Shiells v. Blackburne: 
1 H.L., 159.) ‘ 

The basis of the contract of agency is one of mutual trust 
(de Buesche v. Alt ; 38 L.T., 370, per Thesiger, L.J.) ; especially 
does it depend on trust reposed by the principal in his agent. 
Consequently the law is extremely strict in insisting that that 
trust be not abused. It casts upon the agent the duty of 
making a full disclosure of any personal interest he may have 
in any particular transaction ; it looks with great suspicion 
upon contracts made by the agent personally with the 
principal, making sure that the principal thoroughly realised 
that he was contracting with his own agent as principal] and 
that the agent exercised no undue influence over the principal 
by reason of his position as his adviser, and that the agent 
has disclosed all material facts known to him which might 
affect the bargain. 

An agent’s duty is to promote the interests of his principal, 


dismissed. His primary duty is to perform his undertaking, 


and he will not be allowed to enter into any engagements 
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wherein his own interest is in conflict with that duty. 
For example, a director of a company enters into a contract 
on behalf of the company with a firm of which he is a member; 
the company can set that contract aside quite apart from any 
question of fairness or unfairness of the bargain (Aberdeen 
Railway Company v. Blakie (1854) 2 Eq.W., 1281 (H.L.)). 
An auctioneer, who was employed to sell an estate, purchased 
it himself at a price higher than was bid; the sale was set 
aside when this was discovered, although an interval of 
thirteen years had elapsed (Glover v. Court (1820) Dan., 301). 


It is the agent’s duty to explain fully to the principal the 
nature of his interest in any contract, and if he fails to do 
this the principal may either have the contract rescinded or 
can adopt it and recover from his agent the latter’s profit. 


Where an agent purchases from his principal with his 
principal’s consent, he must still disclose to the principal any 
information or knowledge gained by him during or by reason 
of his agency; thus, a solicitor purchasing his client's property 
or property from his client’s trustee in bankruptcy must 
make a full disclosure of the knowledge acquired by him 
respecting such property. Similarly, if a solicitor purchases 
property from his client, he must be prepared to show that 
the price was adequate and that he took no advantage of his 
position. 

Often it is provided in the Articles of Association of a 
company that directors may contract with the company on 
disclosing their interest; in such a case it is not enough for a 
director to declare that he has an interest, but he must 
declare the full extent and exact nature of his interest 
(Gluckstein v. Barnes (1900) A.C., 240). 


A similar rule designed to prevent an agent acting in his 
own interest rather than that of the principal is that an agent 
may never make a secret profit. A profit is only secret if the 
principal is unaware of its existence, and if a principal knows 
that a profit is being made but is ignorant of the extent 
of it, that is not a secret profit within the meaning of this 
rule. Without his principal’s consent and knowledge the 
agent may receive no commission from the other side, nor 
may he use to his own advantage information acquired in 
the course of his agency. Thus, a gentleman instructed an 
agent to purchase an outfit for his son; the agent did so, and 
obtained from the shop where he purchased the goods certain 
discounts. He sought to charge his principal the full price 
of the goods, but it was held that the principal need only 
pay the price after deducting the discounts (Turnbull v. Garden 
(1869) 20 L.T., 218). 


In accordance with the general principles I have tried to 
explain to you, it is the duty of every agent to take reasonable 
care to the extent that is usual in his business or profession to 
see that those with whom he contracts on behalf of his 
principal are reasonably likely to be able to perform their 
obligations, including their financial obligations; but an agent 
is in no sense a guarantor of the solvency of those with whom 
he contracts. There are cases, however, in which the agent is 
paid an extra commission, known as a del credere commission, 
in return for which he does guarantee to his principal 
the solvency of buyers; such an agent is usually called a 
del credere agent. 


RELATIONS BETWEEN PrIncripaAL AND THIRD PARTIEs. 


I think we have now touched upon all the most important 
principles which govern the relations between principal and 
agent, and we must pass on to diseuss the relation between a 
principal and third parties. 

First, let me remind you that the notion of one man, being 
entitled in his own name to the rights and subject to the 
liabilities of a contract made by another is essentially a 
modern one; Roman law knew nothing of the kind—and 
there are very few branches of modern law which are not 
based or and developed from Roman jurisprudence—and the 
principle of the Roman law was the principle of early 
English law: that only the parties to a contract can sue or be 
sued upon it. I do not mention this fact because of my 
reverence for Roman law, or merely as an interesting fact in 
the development of jurisprudence, but so that you will readily 
understand what appear to be some anomalies in the law of 
to-day, which are really survivals of the old principle to which 
I have referred. 


Subject to these anomalies, the general principle of the 
English law of agency is that a principal is bound by every 
act of his agent which is either 


(1) within the express or implied a of the agent 
and is professedly done on the principal’s bebalf, and 

(2) which is done by the agent in the course of his 
employment by the principal, and apparently within the 
scope of the agent's authority, unless the agent is not 
authorised in fact and the third party knows it. 


We shall later deal with the corresponding rights of the 
principal. Of the first class of acts by which the principal is 
bound, I need say nothing, for I have already explained as 
clearly as I can what acts are within the express or implied 
authority of the agent, but the second class demands further 
attention, although I have already referred to the subject as 
agency by estoppel. I have tried to explain what that means, 
but I must give a few examples at this stage of the practical 
effect of the rule. It is not necessary, and would usually be 
almost impossible, for a third person who has dealt with 
someone who has said that he was P’s agent to prove 
positively that P ever gave him any authority ; it is true that 
the burden of proving the authority does rest upon him who 
avers it, but under the doctrine of estoppel it is quite enough 
to show that the agent was acting in the employment of P 
and that it was apparently within bis authority to act. That is 
sufficient to make P liable for what the agent has done in bis 
name. 

For example: an auctioneer is instructed to sell a pony by 
auction, a reserve price being fixed, though this fact was not 
mentioned in the conditions of sale. By an unfortunate 
mistake the auctioneer sells it without reserve and below the 
reserve price contrary to the owner's express instructions. 
Yet the owner is bound by the sale, as the auctioneer was 
acting in the ordinary course of his employment, and in such 
cases the auctioneer often has authority to sell without 
reserve (McManus v. Fortescue (1907) 2 K.B., 1). 


Again, the directors of a company, with powers to borrow 
money, do so for a purpose which is wltra vires, and are 
therefore acting beyond the bounds of their authority; but 
the company is bound by the transaction, as it held out 
its directors as having power to borrow (re Payne (1904), 
2 Ch., 608). To give another illustration: a ship was 
chartered and it was agreed in the charter party that the 
master, who was appointed by the owners, should sign bills of 
lading as agent of the charterers only, yet the owners were 
held to be bound by the master’s signature so far as third 
parties ignorant of the terms of the charter were concerned. 


Again, a manager of a shop used to buy goods in his 
principal’s name, and from time to time the principal paid 
for them. One day the manager absconded, ordered a lot of 
goods in his principal’s name, but for his own purposes, and 
took them away, and was no more seen. The principal 
was held liable for the price (Manchester Trust v. Furness 
(1895) 2 Q.B., 539). 

In the same way, if the directors of a company are 
irregularly appointed, their actions within the scope of the 
directors powers bind the company, although they are not the 
duly authorised agents of the company (Mahony v. East 
Holyford Mining Company (1875) L.R., 7 H.L., 869). 

It is, I am afraid, very difficult to reconcile all the cases on 
this topic, because there are many cases which to the 
layman must seem on all fours with those I have just 
mentioned but which have been decided in just the opposite 
way. I think it must depend very largely on details of 
evidence, which very often are not adequately reported, which 
way the decision will go; it is therefore very dangerous to 
assume that because one case is nearly similar to another, 
they will both share the same fate, 

To mention a few only of the cases in which the principal 
has escaped liability: A stockbroker was authorised to sell 
stock, and in good faith and in the principal’s interest sold it 
on credit; the principal was not bound by the sale, because 
such a transaction is unusual on the Stock Exchange, and 
therefore the mere fact that a stockbroker is employed should 
not make anyone suppose that he has authority to sell on 
credit (Wiltshire v. Sims (1808), 1 Camp., 258). 

Similarly, the manager of a public house had authority to 
purchase beer from one particular firm of brewers; he made 
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a purchase from a different firm who tried to recover the price 
from the owners, but it was held that, as such a restriction 
was usual in the trade, the manager could not be said to have 
apparent authority to purchase generally (Dann v. Simmons 
(1879), 41 L.T., 783 (C.A.)). I find it difficult to reconcile 
this case with that of the auctioneer, for it is nothing unusual 
for a reserve price to be fixed. 
It has been held that a bank manager has no apparent 
authority to guarantee a bill, nor an insurance broker to cancel 
a contract made by him for a client, nor a secretary of a 
company to make representations about the shares of a 
company. His apparent duties are ministerial and clerical only. 
There are one or two matters to which I must at this point 
particularly refer. You all know that the essence of a bill of 
exchange is that a bond fide holder for value has a good title 
to the bill, independent of any intermediate fraud or of any 
equities. From this it follows that an agent who unlawfully 
and fraudulently negotiates a bill to a bond fide purchaser 
gives the latter a good right to sue upon the bill, even though 
the agent had no actual or apparent authority to negotiate it. 

Secondly, I must remind you of the provisions of the 
Factors Act, 1889, which provides that where a mercantile 
agent is permitted by the owner of goods to have possession of 
the goods or the document of title to goods, any sale, pledge 
or other disposition of the goods for valuable consideration 
made by him in the ordinary course of his duties as such 
mercantile agent while the goods or document of title are still 
in his possession is binding on the principal as against a 
bona fide purchaser for value. 

Thus a factor was entrusted with the possession of goods for 
sale. The principal then revoked the authority and demanded 
the goods back. The factor refused to return the goods; 
instead he fraudulently sold them and delivered them to a 
bona fide purchaser for value, and the principal was bound by 
the contract of sale. (Moody v. Pall Mall Company; (1917) 
33 T.L.R., 306.) 

I have several times within the last few minutes used the 
expression bond fide. I have done so because no act done by 
an agent in excess uf his actual authority is binding on the 
principal with respect to persons having notice that in doing 
the act the agent is exceeding his authority. For example, 
the Articles of Association of a company are notice to the 
whole world that the powers of the directors are limited, and 
define the limits thereof; but where the Articles provide that 
the directors may do certain acts after, e.g., a special 
resolution, an outsider is entitled to assume that the 
formalities have been regularly carried out. 

I have now indicated in a general‘ way how the principal 
may be bound by contracts made by his agent, and I have 
already mentioned that he has corresponding rights in 
connection with those contracts. The general principle of 
law is this: that the principal may sue on all contracts made 
by his agent, provided that the agent was acting on his 


name for the purchase of property and paid a deposit; on the 
default of the vendor the principal successfully sued for the 


You will see the important effect these provisions have on 
the law of agency. The signature of a duly authorised agent 
was indorsed on the back of the bill, intending that the 
signature should operate as the signature of the principal ; 
yet the principal could not be sued upon the bill. Similarly 
the signature of one of the partners of a firm, although he is 
instructed to indorse bills, will not bind the firm unless the 
name of the firm be added (Re Adansonia Fibre Company 
(1874), L.R., 9 Ch., 635). 

Another way in which the principal is released from liability 
on his agent’s contracts is this: if the third party in the first 
place give exclusive credit to the agent alone, or subsequently 
elects to treat the agent as their sole debtor, the principal 
cannot then be sued and treated as a sort of guarantor of the 
agent. It is usually a difficult question of fact to determine 
whether exclusive credit is given to the agent, but it is an 
invariable rule that if the agent is sued to judgment the 
principal is no longer liable. 

We must now consider very shortly how the principal's 
rights under a contract, made by his agent, may be effected 
by what the agent does, or says, or knows, or ought to have 
known. Firstly, the principal is bound by the customs and 
usages of the business or profession of his agent; subject only 
to this, that, if such customs are unreasonable, the principal 
is not bound by them unless he was aware of them at the 
time when he instructed his agent. 

It may be a good answer to an action by a principal upon a 
contract made by his agent to set up the misrepresentation, 
knowledge or fraud of either the principal or the agent. In 
one case, a principal knowing that his sheep were diseased, 
employed a man to sell them, and did not tell him their 
condition. He, in perfect innocence, represented them to be 
sound, but the purchaser was entitled to repudiate the contract 
on account of the principal’s fraud (Ludgater v. Love, 
44 L.T., 694). On the other hand, in an old case, a partner 
sold certain goods, as he knew, for the purpose of smuggling. 
The firm failed in an action for the price of the goods, 
although the other partners had no knowledge of the illegal 
object in view. The knowledge of their agent was sufficient 
(Biggs v. Lawrence (1789) 3 T.R., 454). Similarly, to come 
to more modern times, an agent in a firm of printers 
contracted for the printing of copies of a manuscript which 
both he and the other party to the contract well knew to be 
libellous. The printers were unable to recover the cost of the 
work, because of the knowledge of their agent that the object of 
the contract was unlawful (Apthorp v. Neville, 23 T.L.R., 575). 
It is occasionally a good answer to a principal’s claim that 
the third party has paid the agent, or has a set-off as against 
the agent, but this is only the case where the principal has by 
his conduct led the other party to believe, and he has in fact 
believed, that the agent is the principal in the transaction. 
Thus, a factor sells goods in his own name, the buyer knowing 
that he is selling as a factor, but not knowing who is the 
principal; the principal can recover the price from the 
purchaser and the purchaser cannot set-off money due to him 
from the factor. 

A principal’s claim may also be defeated by his agent’s 


return of thedeposit. Again, a custom house officer demanded | admissions if made with the principal’s authority, or made in 


and took exorbitant fees from a ship’s master; the owners 


relation to some matter or transaction upon which the agent 


successfully sued in their own names for the return of the| wa. employed and during the course of his employment. 


money paid in excess of the legal amount. 


A principal will also be bound by admissions of his agent, if 


There are, as I have indicated, some exceptions to the | he expressiy refers third parties to that agent for information. 
general principle that a principal can sue and be sued upon | I do not of course refer here by admissions to communications 
his agent's contracts. The first is that, generally speaking, a | between an agent and his principal; they are not evidence 
foreign principal cannot sue or be sued on a contract made by | against the principal at the suit of third parties. 


a home agent. Secondly, it is an old common law principle 


I must say a few words about the liability of a principal to 


that only the parties to a deed can sue or be sued upon it. | thirg parties in respect of an 5 

. : I agent’s torts. The general rule 
Therefore, unless the agent, being himself duly authorised by | is that the principal is liable for the torts of = aaa done 
deed, executes the deed in his principal’s name and the! with his authority or in the course of his employment and 
principal is made a party thereto, the principal is probably | while acting or purporting to act on his principal’s behalf, 


unable to sue or be sued upon it. 
Thirdly, by the Bills of Exchange Act it is provided that— 


except where the principal is a trade union. 


The recent decision in the House of Lords in the case of 


(1) No one may be sued as acceptor of a bill of exchange | Lloyd v. Grace Smith & Co. (1912, A.C. 716), has made 


unless the bill be drawn on him. 

(2) The only persons who can be sued on a bill of 
exchange, promissory note or cheque are those whose 
signatures appear thereon. 


a great difference to this branch of the law. Until that case 
was decided in 1912 it was thought that where the act 
complained of was a crime or wilful wrong commitied by the 
agent for his personal benefit and not in the supposed 
interests of his principal, the principal was not liable. But in 


A signature of an authorised agent, of course, is sufficient if | that case a solicitor was held liable for the fraud of his clerk, 


it purport to be a signature on behalf of the principal. 


who acting in the course of his employment, but in defraud of 
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his principal, mortgaged some title deeds of a client and ran 
off with the proceeds. The question is not ‘‘ Was it done in 
the supposed interests of the principal ?’’ but ‘* Was it done in 
the ordinary course of the agent’s employment?” The 
ordinary course of the agent’s employment is not always easy 
to determine, but a few illustrations will show what is meant 
by the expression. 

An inspector of a railway company gave a passenger into 
custody on a charge of refusing to give up his ticket or pay 
his fare and thereby defrauding the company. The company 
having powers to arrest passengers for committing such a 
fraud, were held liable (Moore v. Metropolitan Railway 
Company (1872), L.R. 8; Q.B. 36). 

Similarly a tram conductor who had authority to seize 
anyone seeking to avoid payment of his fare gave a passenger 
into custody for tendering what the conductor thought was bad 
money ; the company was held liable (Furlong v. South London 
Tramway Company, 48 J.P., 329). 

Again, where a tram conductor negligently and brutally 
pushed a passenger off the tram because he refused to pay his 
fare, the company was held liable for the assault and injury 
(Smith v. North Metropolitan Tramway Company, 55 J.P., 630). 

On the other hand, when the conductor of an omnibus, in 
the temporary absence of the driver at the end of the journey, 
took upon himself to turn the bus round and move to the 
starting point and negligently ran down a pedestrian, the 
omnibus company was held not liable on the ground that 
there was no evidence that the conductor was acting in the 
course of. his employment (Beard vy. London General Omnibus 
Company (1900) 2 Q.B., 530). 

So when a station-master arrested a man for refusing to pay 
the fare for his horse, the company avoided liability on the 
ground that a station-master is not employed to arrest persons 
on that charge, as the railway company itself has no power to 
do so and cannot be supposed to employ an agent to do it 
(Poulton v. London and South Western Railway Company, 
L.R. 2; Q.B. 534). 

A servant has, generally speaking, implied authority to 
protect his master’s property, but not to go farther; actions 
taken after the danger to the property has ceased are not in 
the course of the servant’s employment, though they be of 
such a kind as would have come within that category while 
the danger remained. The cases which deal with wrongs 
committed for private spite or private gain must be looked on 
with suspicion now. For example, an omnibus driver 
intending to strike with his whip the driver of another bus, 
unfortunately missed his mark and struck a passenger on the 
other bus a severe blow and injured him. It was said that 
the question for the jury was whether the act was done through 
private spite or in the supposed furtherance of his master’s 
interests, but this, Ithink, is now immaterial (Ward v. London 
General Omnibus Company (1873) L.R.C.P. 265) &c.). In 
another well known case, an omnibus driver, in order to 
prevent a rival bus from passing him, drove recklessly and 
overturned the rival bus, although the driver had received 
printed instructions from the company not to race or obstruct 
other buses; the employers were held liable because (1) 
driving the bus was within the course of the servant’s 
employment, and (2) he was acting in the supposed interests 
of his employer. I think that the second reason is now 
irrelevant (Limpus v. London General Omnibus Company 
(1862) 32 L.J.; Ex. 34.) 

There was a time when lawyers found it impossible to 
conceive the idea of a corporation being liable in actions for, 
say, deceit, malicious prosecution, or defamation in which 
malice is an essential ingredient. All these actions depend 
entirely on the state of mind of the defendant, and a 
corporation can have no mind at all. However, with the 
growth of corporations these jurisprudential scruples have 
now quite disappeared, and a corporation can be liable for any 
tort of its agent, even if malice be of the essence of the wrong. 


RELATIONS BETWEEN AGENT AND THIRD Parttes. 


I now come to the last part of the subject; it concerns the 
relation between the agent and third parties. The essential 
principle is that the agent is not personally liable to be 
sued on any contract which he makes as agent, whether 
or no that contract is within the scope of his authority. 
This general rule is subject to considerable qualification. 


Firstly, if an agent contract personally— if, that is, the parties 
to the contract intend that the agent shall be personally 
bound by it—then he is bound, although he is acting on behalf 
of a principal. Some difficulty is experienced in determining 
this question of fact. Certain rules of construction are 
adopted in the case of written documents; for example, if 
the agent signs as agent for a particular —e the 
presumption is that he is not binding himself personally ; 
if he signs without qualification the presumption is just 
the reverse. é 

Apart from this general exception to the rule, there are 
several matters of minor importance which must be borne in 
mind when determining how far an agent may be held liable 
on contracts into which he enters on his principal’s behalf. 
They are necessary corollaries of the rules I have already 
referred to in dealing with the liability of the principal, and 
I shall therefore do no more than mention these further 
exceptions. An agent who contracts on behalf of a foreign 
principal is, generally speaking, personally bound. An agent 
who enters into a deed in his own name, but on behalf of a 
principal, is personally bound; and an agent who indorses 
a bill of exchange without adding the name of his principal is 
personally bound, while an agent who signs a bill as acceptor 
and is at the same time the drawee of it, is personally liable, 
though he signs as agent for a named principal. 

I must deal now with the position of an agent who purports 
to act on behalf of a principal, but in fact has no authority. 
What is his position with regard to those with whom he has 
made contracts which they cannot enforce against the alleged 
“principal”? If the principal is non-existent or fictitious, 
the agent is bound by the contract personally. Thus, a man 
who contracts on behalf of a company before it comes into 
existence is personally liable on the contract. 

Where the principal exists, however, but has given no 
authorisation, the agent is not liable on the contract; for it is 
part of the contract that he shall not be liable. But the other 
party is not left without any remedy. He may bring an action 
against the agent, not on the contract, but upon what is 
called an implied warranty of authority; the law implies, in 
other words, an additional contract whereby the agent 
warrants that he has the authority which he claims to have. 
Where anyone who represents by word or deed that he bas the 
authority to act for and on bebalf of another, and a third 
person is induced by that representation to act to his 
detriment, the professing agent is deemed to warrant that the 
representation is true, and is liable for any loss caused to 
such third person by any breach of that implied warranty, 
even if he acted in perfect good faith and in a mistaken belief 
that the representation was true. If the representa ion be 
false, made by an agent well knowing its falsity, it may 
be open to the third party to bring an action in tort for deceit, 
and I shall explain in what connection the distinction has 
been thought important. 

To illustrate the action against the agent on this implied 
warranty this case seems to me to be an interesting one. 
A limited liability company had issued all the debenture 
stock that it had power to issue. The directors, in perfect 
good faith, in return for a loan, issued further debenture 
stock to a third party, thinking that they still had powers to 
issue debentures. 

The directors themselves were held personally liable to the 
lender of the money on an implied warranty that they had 
authority to issue the debenture stock though they had not 
acted fraudulently (Chaple v. Brunswick Building Society ; 
(1881) 6 Q.B.D., 696). Similarly, a solicitor started an action 
on behalf of a client who had given him no instructions to do 
so. The other side were allowed to have the action set aside 
and the whole of their costs refunded by the solicitor, 
although he had acted in the bond fide belief that he was 
authorised to proceed with the action (Hubbart v. Phillips ; 
(1845) 14 L.J.Ex., 103). 

The alternative possibility of bringing the action in tort 
for deceit where the misrepresentation is wilfully made is 
interesting. A wife represents herself to be her husband’s 
agent to purchase extravagant clothing, but in fact she has no 
such authority. It may well be, unless she is a very rich 
lady. that the tradesman wishes to recover judgment against 
the husband rather than against the wife. The husband is 
not liable on the contract, for it was made without his 
authority, and the action in contract on the implied warranty 
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is only available against the agent. But inasmuch as for 
some unknown reason a husband is still answerable in law 
for the torts of his wife, although he may have little control 
over her actions, if the tradesman can show that the wife 
made the representation of authority fraudulently he may 
succeed in an action for deceit and recover judgment against 
the innocent husband. This device is rarely successful, 
however, for the Courts have decided that where the fraud 
is intimately bound up with the contract they will not allow 
the plaintiff to waive the contract and sue in tort and 
thereby render liable the defendant’s husband (Earle v. 
Kingscote ; (1900) 2 Ch., 585). 

Since this paper was originally written Lord Birkenhead 
and Lord Cave have, in the case of Edwards v. Porter (not 
yet reported), expressed the opinion that since 1882 a husband 
is no longer liable even for his wife’s ‘‘ naked torts.’ Lord 
Sumner, Lord Finlay and Lord Atkinson expressed a contrary 
view. The case was decided on another point, and the matter 
must be considered doubtful. 

Just as in general an agent cannot be sued on contracts 
into which he enters as agent, so in general he cannot 
sue on such contracts. But there are exceptions to the 
second statement, as to the first He can always sue on 
contracts entered into personally although as agent for 
another. I have already explained what is meant by that 
expression. Then, agents who have a lien or other charge 
upon goods are allowed to sue the buyers, and so are all 
agents who have a beneficial interest in the completion of the 
contract. Insurance brokers, by a special custom, may sue in 
their own name on all policies effected by them. 

Again, when the agent is himself the real principal, he may 
sue on the contract himself, provided the identity of the 
principal is not a material element in the contract. He must 
make it quite clear before action that he is the true principal. 

Except in these special circumstances the agent cannot sue 
on any contract made by him as such, whether his principal 
be disclosed or undisclosed, and whether or no he is acting 
under a del credere commission. In one case, for example, a 
contract was signed by the. mayor, for and on behalf of himself 
and the rest of the burgesses and commonalty of the borough ; 
the purchaser defaulted, and the mayor sued in his own name 
for the breach of contract, but unsuccessfully, as he had 
signed as agent, and the principal should be the one to sue 
(Bowen vy. Morris, 2 Taunt., 374, Ex. Ch.). 

I must finish with a very few words on the liability of 
agents for torts committed by themselves. As we have seen, 
these render the principal liable if done in the course of the 
agent’s employment. It must be remembered that the agent 
is none the less personally liable for every tort committed by 
him, though often it is hard on the agent. For example: a 
printer is employed to print pictures which are an infringement 
of a copyright; the printer, though quite unaware of the 
infringement, is personally liable to penalties for the 
infringement (Baschet v. London Illustrated Standard 
Company — 1 Ch., 73). Similarly, a library proprietor 
may be personally liable for distributing a book which contains 
libellous matter (Vizetelly v. Mudie’s Select Library (1900) 
2 Q.B., 170). 

Again, an auctioneer was instructed to sell by auction furniture 
which the possessor and apparent owner had assigned to a 
third person before handing it over to the auctioneer for sale. 
The auctioneer had no notice of the assignment and sold the 
furniture by public auction at the residence of the assignor. 
The auctioneer was held liable in an action for conversion, 
and had to pay as damages a sum equal to the value of the 
furniture (Consolidated Company v. Curtis (1892) 1 Q.B., 495). 

There are several matters which I have not had time 
even to touch upon. Notably I have said nothing about the 
important question of agents of the Crown. Nor have I dealt 
with the determination of agency, and many points of smaller 
importance I have omitted of necessity. But I have tried to 
give in a comparatively short time a fair general idea and 
explanation of the nature and scope of agency—how it is 
constituted, the mutual rights and obligations of principal 
and agent, and the rights and duties of each in respect of 
third parties—and I can only hope that what is not by any 

means an easy subject has been deprived of some of its 
difficulties by being presented, however inadequately, to you 
as a whole instead of piecemeal, as students generally 


Reviews. 


Murray & Carter’s Guide to Income Tax Practice. 
(Tenth Edition.) By Roger N. Carter, M.Com., F.C.A. 
London: Gee & Co. (Publishers), Limited, 6, Kirby 
Street, E.C. (686 pp. Price 30s. net.) 

This work on income tax is now well known, and requires 
no extended notice. There has been no special feature in 
income tax legislation since the publication of the last edition, 
but a number of cases have been decided in the Courts, and 
these are introduced in the text of the book, thereby somewhat 
increasing its bulk. 


British Death Duty Acts, 1796-1924. London: 
H.M. Stationery Office, Adastral House, Kingsway, W.C. 
(548 pp. Price 17s. 6d. net.) 

There have been two previous editions of this work, but 
both were published for official use only. On this occasion 
the Board of Inland Revenue, in response to numerous 
requests, have decided to issue the publication for general 
circulation. The book contains a collection of the Acts of 
Parliament of Great Britain and Ireland relating to Death 
Duties, commencing with the Legacy Duty Act, 1896, and 
extending up to the Finance Act, 1924, in so far as they have 
not been repealed in the meantime. At the beginning there 
is given a chronological table of the various Acts bearing upon 
the subject of Death Duties, showing how far the relative 
portions of the Acts have been repealed. This, with an 
Appendix of Statutory Rules and Orders and a full index, 
makes a very complete and useful book of reference for those 
concerned with this rather complicated subject. 


Glossary of Accountancy, Commercial and Legal 
Terms. By W.H. Grainger, Incorporated Accountant. 
London: Gee & Co. (Publishers), “Limited, 6, Kirby 
Street, E.C. (82 pp. 5s. net.) 

This is a concise little glossary of commercial terms 
intended for the use of candidates studying for accountancy 
and commercial diplomas. It embodies the terms used in 
connection with accountancy and Stock Exchange matters, 
and also most of the terms in general use in commercial 
matters. 


Pitman’s Business Man’s Guide. (Kighth Edition.) 
By J. A. Slater, B.A., LL.B. London: Sir Isaac Pitman 
and Sons, Limited, Parker Street, Kingsway, W.C. 
(622 pp. Price 6s. net.) 

As indicated by the title, this book constitutes a compendium 
of general information of almost every description relating to 
commercial matters. It is arranged alphabetically, and 
although many of the subjects are dealt with briefly, it is 
nevertheless an exceedingly useful book to have on the desk 
for reference. In each case there is given the French, German, 
Spanish and Italian equivalents of the English term, which 
should be a great boon to those who have to conduct foreign 
correspondence in any of these languages. 


Auditing. (Thirteenth Edition.) By Lawrence R. Dicksee, 
M.Com., F.C.A. London: Gee & Co. (Publishers), Limited, 
6, Kirby Street, E.C. (1,070 pp. Price 21s. net.) 

This has now become a standard work on the subject of 
auditing, its value arising probably as much from the 
appendices as from the general text of the beok. These 
appendices include not only the audit provisions of numerous 
statutes in relation to accounts of various classes, but also the 
text of a number of the more impo:iant judgments relating 
to auditing. These appendices in fact constitute nearly 
two-thirds of the volume. It is exceedingly useful in many 
cases to have an easy means of reference to the actual 
judgments of the Courts in leading cases, and there is probably 
no other book which embodies them so fully. 


Income Tax in the British Dominions. Supplement 
No. 3. London: H.M. Stationery Office, Adastral House, 
Kingsway,W.C. (50 pp. Price Is. net.) : 

This is the third of a series of supplements which are being 


come upon it. 


issued from time to time in relation to the income tax laws 
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of the British Dominions, Colonies and Protectorates, The 
supplement, as usual, is divided into two parts, the first being 
a series of additional pages to be added to the original book, 
while the second part consists of additions and corrections 
intended to be incorporated in the text. 


Timber Merchants’ Accounts. (Second Edition.) By 
Ernest KE. Smith, F.C.A. (116 pp. Price 7s. net.) 


Pawnbrokers’ Accounts. (Second Edition.) By Fred. 
Thornton and J. Henry May, A.S.A.A. 
(90 pp. 


London: Gee & Co. (Publishers), Limited. 
Price 7s. net.) 

Both of these books are second editions of works which 
constitute part of the Accountant’s Library series and neither 
appears to embody any material alteration since the publication 
of the first edition. The books are useful as applying to 
special subjects with which the authors are particularly 
qualified to deal. 


Scottish Actes. 


(FROM OUR CORRESPONDENT.) 


Lecture by Mr. J. M. Fells, C.B.E., London. 
On 26th ult. Mr. J. Manger Fells, C.B.E., F.S.A.A., London, 
delivered a lecture to the Edinburgh Chartered Accountants’ 
Students’ Society on ‘‘ Accountancy as an Aid to the Solution 
of Civic Problems.” The lecture was open to members and 
students of the Incorporated Society. A fuller report of this 
lecture will appear in a later issue. 


In connection with the visit of Mr. Fells to Edinburgh, he 
was entertained to luncheon by the Edinburgh members of the 
Society on the same day. Mr. William Robertson, F.F.A., 
F.S.A.A., presided. There were also present Mr. James R. 
Marshall, B.A., LL.B., Advocate; Mr. J. Stewart Seggie, C.A., 
F.S.A.A.; Mr. Walter MacGregor, F.S.A.A.; Mr. G. W. 
Fortune, F.S.A.A.; Mr. James C. Cessford, C.A., F.S.A.A.; 
Mr. O. W. Arnold, F.S.A.A.; Mr. John D. Imrie, B.Com., 
A.S.A.A.; Mr. John Stirling, B.L., B.Com., A.S.A.A.; 
Mr. D. R. Matheson, M.A., F.S.A.A.; Mr. James Paterson, 
F.S.A.A.; &c. Various matters in which the Scottish Branch 
is specially interested formed the subject of friendly discussion 
after lunch, at the close of which the Chairman conveyed to 
Mr. Fells the thanks of the Edinburgh members present for 
having spared the time to meet them. 


Scottish Bankers and Thrift. 

The statistics of the Scottish joint stock banks compiled 
from the annual balance-sheets for 1924 show a very strong 
position, and are highly satisfactory, even although a slight 
diminution upon the previous year’s figures under some 
headings falls to be recorded. Bearing in mind the state of 
trade and commerce during 1924, it is satisfactory to find 
that in the case of the seven banks which publish the 
information net profits have been increased by £33,674, 
dividends have been increased in one case and maintained in 
the others, while substantial increases have been made to the 
reserve funds. Still more remarkable are the reports of 
the Scottish savings banks. Almost without exceptions 
these banks, whose chief depositors are the middle and 
artizan classes, show remarkable increases in their funds. 
The Glasgow Savings Bank report shows an increase of no 
less than £1,000,000, while other savings banks, even in 
districts where there has been industrial depression, show 
substantial increases. From the figures the Scottish people 
are clearly maintaining their reputation for thrift. 


. Glasgow Students’ Society. 

A lecture was delivered to the members of the Glasgow 
Students’ Society on 21st ult. by Mr. D. R. Matheson, M.A., 
F.S.A.A., on ‘Some Points in Company Law.” Mr. R. W.’ 
McKirdy, A.S.A.A., presided over a good audience. Mr. 
Matheson, having discussed what a company is in the eyes of 


the law, proceeded to compare the personality of a company 
with that of a partnership under Scots law. The difference 
between English and Scots law was explained. The case of 
Salamon v. Salamon in this connection was referred to and 
explained. The Lecturer then considered the Memorandum 
and Articles of Association. Important differences in the 
laws of England, Scotland and Ireland necessitated the fixing 
of the company’s domicile, as on many occasions it might be 
important to know the domicile of the company in order to 
know which law applied. Table A was fully explained and 
the chief points noted. With regard to profits, the Lecturer 
pointed out that there was no statutory definition of profits, 
nor were there any very clear judicial pronouncements on 
which to base a general definition of profits. The decided 
cases did not always clear up the doubtful positions. While 
dividends must not be paid out of capital, questions may arise 
as to whether what may be called ‘‘ capital profits” are 
available for dividends. In this connection the cases of the 
Trinidad Asphalte Company, Lubbock v. The British Bank of 
South America, and Chamberlain v. The Ammonia Soda 
Company were referred to. In two of these cases there was a 
realised profit, yet in one the profit was held to be divisible 
and in the other it was not. In two cases there was not, so 
far as the reports go, a valuation of all the assets of the 
company. Yet we have the same apparent contradiction. In 
the third case there was valuation but not realisation, and yet 
the decision practically amounts to the allowance of the use 
of their valued profit for dividends. Speaking generally, one 
may come to the conclusion that each icular case may 
have its peculiarities which will e it out of any 
generalisations we may make. As an auditor he would, in 
such a case, make it clear to both directors and shareholders 
that the ground was delicate and that they should walk with 
care. The case of Wall v. London and Provincial Trust 
Company was referred to, where a company had been able to 
purchase back in the open market its own debentures at less 
than their face value. It was an investment company, and 
there was no provision in its Articles whereby the company 
could make use for dividend purposes of profits due to a rise 
in the value of the investments. A case leading to a different 
result was that of Lee v. Neuchatel Company. In discussing 
the subject of debentures, Mr. Matheson referred to the 
differences between Scots and English law with regard to 
‘* floating charges.’’ and the recognition of ‘trusts’ in 
Scotland, which differs from the English practice, and other 
differences in the law and practice. In this connection he 
warned the Scottish students preparing for the Society’s 
examinations to watch for questions in the accountancy 
papers which were based on English + practice and 
customs and which differed from Scottish law and practice, 
and which questions were sometimes a stumbling block to 
candidates taking Scots law, and who might overlook the fact 
that frequently accountancy questions, particularly those 
under executorship accounts, were so framed as to infer a 
knowledge of English law and practice. Mr. Matheson said 
his lecture was specially intended as a help to candidates, and 
hence his references to case law. 


Messrs. Walter Hunter, Bartlett & Co., In rated 
Accountants, of Newport, Cardiff and London, held their 
annual staff dinner at the Queen’s Hotel, Newport, Mon., 
on January 22nd, when a number of the past and all the 
present members of the staff were inattendance. Mr. R.C. L. 
Thomas, F.S.A.A., in proposing the toast of ‘‘ The Visitors,” 
said how delighted they were to have Mr. G. E. 8. Heybyrne 
with them, not only because he was President of the South 
Wales and Monmouthshire District Society of Incorporated 
Accountants, but also because he was an old member of the 
staff, and was the first old member to have held that office. 
After Mr. Heybyrne and the other visitors had responded, 
Mr. Notley proposed the toast of ‘“‘The Firm,” to which 
Mr. R. Wilson Bartlett, F.S.A.A., responded, and in his 
remarks included a brief résumé of the year’s work. From an 
examination point of view, he said the outstanding event 
had been the obtaining of a silver medal awarded the 
Royal Society of Arts to Mr. W. Thomas, and he took this 
occasion of again congratulating Mr. W. Thomas in the 
presence of a large number of his colleagues and friends 
on that very high attainment. 
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Hotes on Kegal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1923) 2 K.B.:— 


T.L.R., Times Law Reports; The Times, The Times News- 
paper; L.J., Law Journal; L.J.N., Law Journal Newspaper; 
L.T., Law Times; L.T.N., Law Times Newspaper; 8.J., 
Solicitors’ Journal; W.N.,Weekly Notes; 8.C., Sessions Cases 
(Scotland); 8.L.R., Scottish Law Reporter; 1.L.T., Irish 
Law Times; J.P., Justice of the Peace (England); L.G.R., 
Knight's Local Government Reports; B.& C.R., Bankruptcy 
and Company Cases. 


The other abbreviations used in modern reports are H.L., House 
of Lords; A.C., Appeal Court (House of Lords and PrivyCouncil); 
C.A., Court of Appeal; Ch., Chancery Division; K.B., King’s 
Bench Division; P., Probate, Divorce and Admiralty Division ; 
C.8., Court of Session (Scotland); J., Mr. Justice (King’s Bench 
or Chancery); L.J., Lord Justice; L.C., Lord Chancellor; 
M.R., Master of the Rolls; P., President of Probate, Divorce and 
Admiralty.} 


EXECUTORSHIP LAW, AND TRUSTS. 


Re Bates. 
Meaning of ‘‘ Deduction of Income Taz.” 
By his will, a testator gave to his wife ‘‘such a sum in 
every year as after deduction of the income tax for the time 


being payable in respect thereof will leave a clear sum of 
£2,000.” 


Russell (J.) held that the testator did not mean to say that 
in addition to income tax being deducted the proportion of the 
super tax payable in respect of the annuity should also be 
deducted. He accordingly made a declaration that the 
annuitant was not entitled to have paid any sum in respect of 
super tax. € 


(Ch. ; (1925) W.N., 9.) 


_ Re Scover. 
“Gift to my Brothers and Sisters.” 


A bequest to ‘‘ my brothers and sisters” not named in the 
will is a class gift, and it was intended that survivors of 
the body should take the gift between them. ‘* Money and 
securities” included in the special circumstances all 
investments although only one-fifth of the ordinary stocks 
and shares were really investments. 


(Ch. ; (1925) 60 L.J.N., 33.) 


.Re White. 
Reference to a former Will. 

A codicil in the form of instructions, referring to a former 
will made by testator, must be construed as a referential 
disposition, the document referred to therein being ascertainable 
by proper evidence, and the bequest taking effect as if a 
codicil had been prepared and executed according to the 
instructions. 

(Ch.; (1925) 60 L.J.N., 33.) 


Griffin v. Ackroyd. 
Appointment as Administrator otherwise than by consent. 
Horridge (J.) held that there is no general rule forbidding 
the appointment of a party to an action as administrator 
pendente lite otherwise than by consent of the other parties. 


The Court has a discretion which it will exercise on the facts 
and merits of the case. 


(P.; (1925) 41 T.L.R., 191.) 


PARTNERSHIP. 


Bradford v. Gammon. 

Agreement to Indemnity Estate of Deceased Partner from 

. future Liability. 

A clause in a partnership agreement that the executor of a 
deceased partner should be indemnified by the other partners 
from future claims and liabilities, does not entitle such 
executor to demand an immediate discharge by the continuing 
partners of the debts of the partnership when no demand for 
payment has been made by the creditors. 

(Ch.; (1924) 59 L.J.N., 805.) 


PRIVILEGED DOCUMENTS. 


The Hopper (No. 13). 
Report made for Solicitors’ information after Litigation pending. 
A document brought into existence after litigation is pending, 
threatened or anticipated for the purpose of furnishing solicitors 
with evidence and information, to enable them to conduct the 
defence, is privileged and need not be disclosed. 
(P.; (1925) 41 T.L.R., 189.) 


REVENUE. 


Brighton College v. Marriott. 
Surplus Funds of College carried on by Company. 


The Court of Appeal reversed the decision of Rowlatt (J.) 
(reported in Incorporated Accountants’ Journal, September, 
1924, p. 320), and held that it was clear that under income tax 
law the fact that profits when made were to be devoted solely 
to the advancement of the charity, would not induce an 
exemption. Profits when made were subject to tax and their 
destination did not secure immunity for them. In this case 
full payment was made by the parents who sent sons to the 
college, and the surpluses were used to pay interest on 
mortgages and in making extensions and improvements 
in the college. 

(C.A.; (1924) W.N., 327.) 


Whelan v. Henning. 

Where no Profit in year of assessment, there is no liability to taz. 

The respondent was possessed of shares in a company outside 
the United Kingdom, income from which was taxable under 
Case V of Schedule D, as profits or gains from a foreign 
possession. In the year of assessment there was no such 
income, though there had been in the three previous years. 
The respondent, however, was assessed on the average of the 
three previous years. ¢ 

The Court of Appeal, in affirming the decision of Rowlatt (J.) 
(see Incorporated Accountants’ Journal, October, 1924, at p. 22), 
held that the respondent’s liability did not depend on the 

ion of the shares in the year of assessment, but on 

the receipt of some profit therefrom in that year. 

(C.A.; (1954) 41 T.L.R., 141.) 


Mr. Churchill and Lower Income Tax. 


Speaking at Chingford on Wednesday last, Mr. Churchill 
said they must endeavour to practise good housekeeping in 
their national affairs, but after three years of political confusion 
it would take a long time to get the expenditure of the country 
into normal condition, when they could be quite sure that 
the public was reaping value for every shilling it spent. He 
heard a sotto voce remark, ‘‘ What about income tax?’ and 
saw a great many references to that topic in the Press. Some 
newspapers said any reduction would be quite impossible, and 
others that a reduction of sixpence or a shilling would not be 
worth having. (Cries of ‘Try it!”) All he eould say tha 
night, and he said it with the greatest earnestness and 
sincerity in his power, was that they should remember & 
certain beatitude, ‘‘ Blessed are they that expect nothing, for 


verily they shall not be disappointed.”’ (Laughter.) 
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